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INTRODUCTION 


On  4-6  November  1982,  the  Center  for 
Naval  Analyses  hosted  a  Defense-wide  con¬ 
ference  on  Che  Planning,  Programming,  and 
Budgeting  System  (PPBS).  This  was  part  of 
CNA's  continuing  research  designed  to  help  the 
Navy,  the  other  services,  and  DoD  improve 
their  procedures  for  allocating  of  resources. 

Secretary  of  Defense  Robert  F.  McNamara 
established  the  Planning,  Programming,  and 
Budgeting  System  in  the  early  1960s  co  give 
him  the  information  on  which  to  base  his  al¬ 
location  of  Defense  resources  and  to  help 
create  the  framework  for  the  rationale  behind 
the  DoD  budget  submitted  to  the  President  and 
Congress. 

At  first,  the  PPBS  was  highly  central¬ 
ized.  Most  programs  were  developed  by  Sec¬ 
retary  McNamara's  staff;  the  military  services 
had  little  opportunity  to  contribute  to  the 
process.  Later  Secretaries  of  Defense,  mod¬ 
ifying  the  PPBS  to  accommodate  their  own 
management  styles,  have  tended  to  decentralize 
the  programming  process,  depending  more  on  the 
individual  services. 

Over  the  past  years,  most  examinations  of 
the  PPBS  have  been  confined  to  the  Office  of 
the  Secretary  of  Defense.  The  Defense  Resource 
Management  Study  and  similar  analyses  have 
concentrated  on  such  innovations  as  the  De¬ 
fense  Resources  Board  and  Defense  Guidance. 
Little  attention  has  been  paid  to  the  func¬ 
tions  and  processes  within  the  individual 
military  services.  A  long-neglected  aspect  of 
the  PPBS,  therefore,  is  the  process  by  which 
the  services  develop  the  programs  and  budgets 
they  send  to  the  Secretary  of  Defense. 

During  CNA's  review  of  the  Navy's  process 
for  developing  the  FY  1984  POM,  a  common 
question  was  raised:  "How  do  the  other  ser¬ 
vices  do  it?"  It  was  evident  that  the  OpNav 
staff  and  the  programmers  of  the  military 
services  could  benefit  from  a  detailed  under¬ 
standing  of  the  approaches  of  the  various 
services  to  programming.  Though  all  the  ser¬ 
vices  work  within  the  common  structure  of  the 
Defense  PPBS,  each  has  developed  its  own  in¬ 
ternal  systems.  There  has  been  little  sharing 
of  ideas. 


The  Navy  therefore  proposed  to  the  Di¬ 
rector  of  Program  Analysis  and  Evaluation  in 
the  Office  of  the  Secretary  of  Defense,  aB 
well  as  to  the  other  services,  that  CNA  host  a 
conference  to  explore  the  past,  present,  and 
future  of  PPBS. 

The  conference,  centering  on  programming 
in  the  services,  had  these  general  objectives: 

•  To  learn  more  about  the  procedures  by 
which  each  service  develops  its  pro¬ 
grams  within  the  overall  structure  of 
the  PPBS. 

•  To  examine  programming  techniques 

under  development 

•  To  provide  a  forum  for  interservice 

discussion  of  important  issues  of 

programming. 

The  conference  program  therefore  included: 

•  Panel  discussions  about  the  PPBS, 

featuring  brief  talks  by  many  of  the 
people  who  had  developed  the  DoD 
system. 

•  Presentations  from  each  of  the  mili¬ 
tary  services  on  how  it  organizes  and 
manages  its  programming  process. 

•  Discussions  of  techniques  for  im¬ 
proving  the  PPBS  process. 

Participants  included  members  of  the 
programming  staffs  of  the  services,  members  of 
the  OSD  staffs  Involved  in  programming,  and 
Individuals  from  the  business  and  academic 
communities  who  had  been  selected  for  their 
research  into  elements  of  the  PPBS  process. 

These  printed  \  roceedings  consist  ot 
formal  papers,  transcripts  of  presentations, 
and  transcripts  or  summaries  of  the  discus¬ 
sions  that  followed. 

Dr.  Lewis  Cabe 

Center  for  Naval  Analyses 
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OPENING  REMARKS 
Dr.  Bernard  Rostker 

Director,  Navy  Management  Program 
Center  for  Nava I  Analyses 


Dr.  Rostker:  I  thank  you  all  for  coming;  It  is 
truly  CNA's  pleasure  to  host  this  conference. 

Let  me  start  off  by  talking  a  bit  about 
the  logic  behind  the  conference.  We  have  a 
very  ambitious  schedule  that  runs  full  days  in 
the  true  sense  of  "full  days.”  We  had  hoped 
originally  to  hold  the  conference  at  some 
place  away  from  the  Washington  area,  such  as 
Williamsburg.  The  quid  pro  quo  for  the  nice 
location  was  to  be  full  days  of  participation. 
But  travel  restrictions  on  many  service  mem¬ 
bers  precluded  us  from  taking  the  conference 
out  of  town,  and  so  we  brought  It  here  to  the 
International  Club.  Since  the  basic  structure 
of  the  conference  was  already  set,  we  chose  to 
continue  it  as  planned  rather  than  make  last- 
minute  changes. 

I  think  the  title  of  the  conference  is 
quite  apropos — "PPBS:  Past,  Present,  and  Fu¬ 
ture.”  We  had  three  purposes  when  we  organized 
it.  We  tried  to  establish  a  base  by  inviting 
people  who  had  worked  on  the  PPBS  system  since 
its  inception.  (That  is  the  purpose  of  the  two 
evening  sessions  that  lead  to  the  round  table 
on  Saturday.)  The  people  who  will  participate 
in  the  evening  sessions  were  key  players 
through  the  development  of  PPBS  in  the  60s, 
through  its  young  adulthood  in  the  1970s,  and 
now  as  it  moves  into  full  seniority  in  the 
1980s . 

We  also  wanted  much  of  the  conference  to 
concentrate  on  service  programming.  A  great 
deal  has  been  written  about  defense  program¬ 
ming  and  the  role  of  the  Secretary  of  Defense. 
The  Defense  Resource  Management  Study  in  the 
late  70s  concentrated  on  the  organization  of 
OSD,  raised  questions  about  the  role  of  MRASL, 
DDR&E,  and  the  role  of  the  Defense  Resource 
Board.  Those  were  very  critical  questions,  but 
there  is  no  doubt  that  a  great  deal  of  the 


programming  action — some  might  argue  most  of 
the  programming  action — occurs  at  the  service 
levels.  The  services  are  very  different  in¬ 
stitutions.  They  all  work  within  the  same  OSD 
structure,  but,  yet,  they  have  responded  to 
that  stimulus  with  entirely  different  organi¬ 
zational  approaches  to  programming.  At  CNA,  we 
have,  for  the  past  year,  been  taking  part  in  a 
study  of  the  Navy  programming  system.  Invari¬ 
ably,  whenever  we  brief  the  results  of  our 
work  within  the  Navy,  we  are  asked,  "How  does 
the  Army  do  it?  How  does  the  Air  Force  do  it?” 

One  objective  of  this  conference  is  to 
help  answer  those  questions.  So,  a  major  fea¬ 
ture  of  the  conference  will  consist  of  pre¬ 
sentations  by  each  of  the  military  services  on 
its  programming  procedures:  how  it  organizes, 
how  it  handles  the  basic  problems  posed  by 
OSD,  how  it  creates  its  Program  Objectives 
Memorandum.* 

The  third  part  of  the  conference  consists 
of  invited  papers.  It  is  our  hope  that  we  can 
provide  a  forum  for  presenting  new  ideas  for 
improving  the  programming  process.  The  idea  is 
to  look  at  work  done  for  the  individual  ser¬ 
vices  by  people  who  are  trying  to  improve  cost 
modeling  or  support  programming — or,  indeed, 
any  topic  in  a  wide  range  of  topics. 

This  conference  is  intended,  generally, 
to  enhance  the  discussion  of  programming  at 
the  service  level. 

I  think  that  is  enough  introduction  and 
rationale  for  the  conference.  How  successful 
we  will  be  will  be  determined  late  on  Satur¬ 
day,  as  we  wrap  up  the  three  major  subjects 
that  we  have  pulled  together  here. 

The  first  presentation  this  morning  is  by 
the  Air  Force.  General  Cunningham  will  make 
the  presentation  about  Air  Force  programming. 


*  Either  "Program  Objective  Memorandum"  or 
"Program  Objectives  Memorandum."  Usage  varies. 
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A  COMPARATIVE  REVIEW  OF 
AIR  FORCE  PROGRAMMING 


by 

Major  General  C.  J.  Cunningham,  Jr.,  USAF 

Director,  Programs  and  Evaluation 
HQ,  United  States  Air  Force 


It's  a  rare  opportunity  that  I  have  to 
;hank  Admiral  Metcalf  and  the  Navy  for  any- 
hing,  so  I  will  take  it  now.  I  very  much 
appreciate  the  opportunity  to  come  to  speak  to 
this  gathering.  The  Center  is  to  be  compli¬ 
mented  for  giving  the  services  the  opportunity 
to  illuminate  what  we  do  in  the  programming 
business.  This  Is  an  area  that  has  drawn  con¬ 
siderable  attention  and  needs  much  more.  Un¬ 
fortunately,  many  of  those  who  would  do  that 
scholarly  work  often  live  a  long  way  from  the 
trenches . 

Most  of  what  I  will  address — and  the  way 
that  we  are  programming  in  the  Air  Force — is 
evolutionary.  Programming  techniques  are  hard 
to  keep  up  with,  and  the  results  are  often  not 
readily  identifiable  with  popular  principles 
or  conventional  wisdom.  That  is  for  good  rea¬ 
son.  We  all  know  that  the  competition  for 
tight  resources  in  the  government,  for  many 
diverse  reasons  which  have  merit,  creates  a 
complex  environment.  So,  let's  examine  how  the 
Air  Force  works  in  that  complex  environment. 

1  followed  the  format  that  was  provided 
by  the  Center  for  presentations  by  the  ser¬ 
vices  to  the  degree  I  thought  would  be  useful 
and  would  fit  our  case.  (SLIDE  1] 
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This  morning  we  will  first  address  the 
philosophy  of  Air  Force  programming  and  the 


\  •  •  -  . .  "V  ■ 

way  that  we  use  the  guidance  we  get  from  OSD. 
That  guidance  is  important,  and  we  do  pay 
attention  to  it.  It's  not  easy  to  do  so,  and 
it's  not  always  possible  to  do  so.  We,  natu¬ 
rally,  consider  the  guidance  within  the 
framework  of  our  own  philosophy  of  program¬ 
ming.  That  should  be  no  surprise. 

Then,  we  will  discuss  the  relationship 
between  planning  and  budgeting  and  how  that 
relationship  is  really  achieved  by  program¬ 
ming.  A  programmer '8  job  is  to  fit's  budget  to 
those  changes  in  planning  that  come  witn  time, 
events,  and  changes  in  the  threat.  So,  I'll 
talk  a  little  bit  about  our  programming  as  it 
makes  that  plan  fit  the  art  of  the  possible, 
that  is,  the  facts  of  life,  and  dollars  that 

really  exist. 

Next,  we  will  talk  about  how  we're  or¬ 
ganized.  I'll  address  a  wiring  diagram  that 
will  show  you  how  we're  organized  in  terms  of 
an  Air  Force  Board  Structure  to  corporately 
develop  the  content  of  our  Program  Objective 
Memorandum.  Remember,  of  course,  that  the 

service  POM  is  the  way  that  the  services  would 
achieve  the  goals  outlined  in  the  Defense 

Guidance  and  the  objectives  we  know  our  Com¬ 
mander  in  Chief  and  our  Secretary  of  Defense 
want  us  to  move  toward.  It  is  this  service 

view  of  "how  to  get  there"  that  includes  each 
particular  service's  judgment— mi  litary  judg¬ 
ment.  The  POM,  this  judgment,  beromes  modi¬ 
fied,  and  we  go  through  a  program  review,  Into 
a  BES,  and  then  through  a  budget  scrub  (the 
Program  Budget  Decision  process).  So,  the  POM 
is  really  what  the  service  thinks  is  the  best 
way  to  meet  the  President's  and  OSD's 
guidance. 

Some  time  ago,  T  was  with  mv  boss,  Gen¬ 
eral  Bill  Campbell,  and  we  had  some  business 
with  Vince  Puritano  one  night,  and  Vince  re¬ 
minded  us  that,  in  his  estimation,  the  PfM  is 
just  a  rough  starting  point.  Well,  1  take  some 
exception  to  that.  If  those  who  deal  with  the 
President's  budget  will  pay  attention  to  the 
service  POis,  they  can  see  that  the  services 
have  really  pulled  together  the  relatively 
unconstrained  planning  needs  and  the  re3litles 
of  the  budget  in  a  comprehensive,  coherent 
way--with  very  important  military  judgment. 

I'll  say  more  about  the  PCM  development 
process,  and  I'll  gear  those  remarks  to  a  time 
chart  that  you  are  familiar  with.  T  ask  you  to 
bear  with  me  on  that,  because  It's  necessary 
to  understand  the  pressures  of  the  tight 
schedule  within  which  our  decisions  must  take 
place. 

Then  1  will  touch  on  how  analysis — 
specifically,  mission-area  analysis — is  im¬ 
portant  to  us  and  how  it  applies  to  building 
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an  Air  Force  POM.  We're  fortunate  to  have  Col. 
Jim  Donahoe  here  with  us  today,  and  he'll 
speak  after  lunch  about  Air  Force  Wide  Mission 
Area  Analysis,  which  is  a  growing  and  ever- 
improving  capability.  I  think  you'll  find 
Jim's  presentation  very  informative. 

Finally,  I  will  wrap  up  by  outlining 
some  potential  improvements  to  the  planning, 
programming,  and  budgeting  process.  We  need 
to  acknowledge  that  those  three  activities 
are  merging  and  undergoing  significant 
modifications . 

[SLIDE  2]  Now,  it's  useful  in  terms  of 
philosophy  to  remind  ourselves  that  we  in  the 
military  are  in  big  business;  that  business  is 
to  meet  the  Soviet  threat  and  be  prepared  for 
other  threats.  Certainly,  this  is  conventional 
wisdom  and  shouldn't  be  controversial.  If  it 
is  controversial,  we  really  have  a  problem. 
But  the  threat  has  got  to  be  what  drives  us  in 
defense.  After  the  threat  is  assessed,  we 
develop  a  strategy  and  policy  to  meet  that 
threat.  That  strategy  and  policy  then  tran¬ 
sition  into  plans  which  become  more  specific 
in  nature. 
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To  accomplish  plans,  we  need  resources. 
Now,  theoretically,  the  arrows  on  this  chart 
Indicate  that  plans  will  just  go  right  Into  a 
program  and  then  into  a  budget.  While  it  ap¬ 
pears  as  a  smooth  transition,  It  Is  In  reality 
somewhat  disconnected.  The  process  should  flow 
from  relatively  fiscally  unrestrained  plan¬ 
ning,  through  the  fiscal  constraints  of  pro¬ 
gramming,  and  then  into  a  fine-tuning  budget 
review.  This  is  a  difficult  task,  since  many 
of  the  defense  programs  we  need — really  need — 
simply  cannot  be  afforded.  But — and  this  is 
Important — we  do  make  a  valiant  effort  to  work 


new  and  needed  programs  into  the  Five-Year 
Defense  Program.  And,  believe  me,  at  least  In 
the  Air  Force,  there  is  very  little  fiscal 
flexibility  left  when  we  finish  putting  to¬ 
gether  our  POM.  There  are  events  that  natu¬ 
rally  force  changes  to  Air  Force  programs,  but 
any  real  flexibility — the  shock  absorber,  if 
you  will — is  very  much  taken  up  during  our 
programming  activity. 

The  one  thing,  my  friends,  that  we  must 
never  let  happen  to  us — and  it  Is  an  insidious 
thing  and  can  take  us  over — is  tnat  all  those 
arrows  could  be  reversed.  In  fact,  there  are 
some  cynics  who  may  observe  that  they  are 
already  reversed. 

Where  would  we  find  ourseives  with  a 
reversal  that  would  take  us  backwards  from  the 
number  of  dollars  available  to  the  resources 
that  could  be  had  with  them?  What  kind  of 
constrained  strategy  would  we  be  forced  to 
develop  around  those  resources,  and,  given 
that  strategy,  what  kind  of  imaginative  plan¬ 
ning  could  result?  Finally,  with  constrained 
dollars  limiting  our  planners,  you  can  bet  the 
threat  would  suddenly  become  watered  down  and 
unrealistic — but  affordable!  We  would  have  a 
nice,  neat,  costed  package,  but  we  would  be 
duping  ourselves  and  the  toe ri can  people.  So, 
simply  stated,  it  is  proper  that  the  arrows 
all  point  from  relatively  unconstrained  con¬ 
ditions  toward  tighter  and  tighter  dollar 
constraints . 

In  addition,  as  the  Air  Force  goes 
through  this  whole  process,  we  are  working 
more  and  more  with  our  Major  Air  Commands.  And 
we  da  that  in  jn  open,  aboveboa-d  fashion, 
with  the  field  commanders  fully  involved. 

The  preparation  instructions  for  this  CNA 
conference  gave  direction  that  this  should  be 
a  discussion  of  comparative  service  approaches 
to  programming.  Well,  rattier  than  that,  1  will 
say  a  few  comparative  words  about  what  we  have 
been  doing  within  the  Air  Force.  Wo  have 
traditionally  used  a  corporate  structure,  hut 
much  of  our  Internal  process  was  closed.  There 
was  a  feeling  that  much  of  our  wisdom  resided 
only  in  the  Pentagon. 

We  have  found  that  nothing  could  be  far¬ 
ther  from  the  truth.  We  have  learned  that  our 
greatest  wisdom  resides  in  the  field  with 
those  people  who  will  fight  the  war,  who 
really  know  what's  going  to  happen,  who  are  on 
the  scene  and,  who  are  ultimately  accountable. 
So,  we  have  transitioned  over  the  last  2  years 
to  a  much  more  open  approach  to  programming, 
with  close  interaction  with  our  field  com¬ 
manders.  This  has  paid  huge  dividends.  Among 
those  dividends  is  that  the  field  commanders 
have  come  to  better  understand  programmatic 
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problems  and  fiscal  constraints  and  have  been 
involved  In  finding  practical  solutions  to 
both  those  problems  while  ensuring  that  we 
understand  the  needs  for  combat  capability, 
and  the  reasons  for  those  needs.  Certainly, 
every  student  of  any  kind  of  management  at  all 
would  say  that  if  you  participate  meaningfully 
In  the  resolution  of  problems,  you  are  far 
better  adapted  to  accept  the  results.  So,  the 
open  process  has  served  us  well  for  the  last  2 
years,  and  it  Is  emerging  and  improving. 

Now,  as  we  go  through  this  whole  process, 
we  are  guided  by  national  priorities  of  what 
types  of  programs  should  receive  the  most 
emphasis.  [SLIDE  3)  The  rank-up  depicted 
here  is  how  we  Interpret  the  OSD  Defense 
Guidance  priorities;  however,  the  Defense 
Guidance  does  not  provide  a  totally  clear 
picture  of  how  different  mission  areas  should 
be  prioritized.  As  a  result,  you  may  find  that 
the  services  may  prioritize  their  programs 
with  varying  emphases. 
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building  its  POM.  The  Army  has  the  same  prob¬ 
lem  with  fiscal  constraints  that  we  do  but  has 
Improved  and  developed  a  stronger  fighting 
force.  However,  if  the  Air  Force  and  the  Navy 
cannot  transport  that  fighting  force  to  the 
beach  or  Into  battle,  then  all  of  General 
Noah's — and  all  the  Army’s — efforts  are 
wasted.  So,  mobility  has  come  to  be  an  im¬ 
portant  priority.  Now,  we  all  have  some  tre¬ 
mendous  problems  here.  We're  aware  of  that, 
and  certainly  OSD  has  worked  hard  with  all  the 
services  to  resolve  this  problem.  We  don't 
have  It  resolved  yet,  but  we  are  looking  at 
some  new  programs  that  will  reduce  the  airlift 
shortfall . 

Here  is  an  appropriate  point  to  say  that 
all  of  these  priorities  have  got  to  be  kept  in 
balance — the  great  nebulous  balance  that  is  so 
hard  to  explain.  It’s  very  hard  to  explain 
balance  when  we  deal  with  a  lot  of  single- 
issue-oriented  persons  within  our  services,  in 
OSD,  and  elsewhere.  So,  a  balance  is  a  diffi¬ 
cult  thing  to  strike.  Be  this  as  it  may,  we 
attempt  to  balance  all  priorities  and  have 
applied  our  best  military  judgment  in  doing 
so.  This  forces  hard  decisions,  such  as  "Do  we 
correct  existing  readiness  problems,  or  do  we 
buy  new  systems?" 

Modernization  enters  here.  For  example, 
the  average  age  of  fighter  airplanes  for  us 
should  be  no  more  than  about  10  1/2  vests,  and 
there  are  a  lot  of  good  reasons  for  that.  Ore 
Is  that  the  longer  you  keep  these;  things 
around,  the  more  you  modify  them.  Die  more  you 
modify  them,  the  tougher  it  becomes  to  phase 
them  out.  Hie  resulting  spiral  is  obvious.  You 
can  get  into  a  business — and  we  saw  the  RAF  do 
it — where  you  can  fly  up  your  own  tailpipe, 
and  after  a  while  you  end  up  with  nothing  but 
outmoded  weapon  systems,  asking  others  to 
help.  So,  modernization  can't  be  forgotten  but 
must  be  worked  in  consonance  with  new  weapon 
system  platforms. 


Within  the  Air  Force,  our  emphasis  is  to 
correct  the  strategic  Imbalance.  That  has  been 
at  the  forefront  of  our  work  for  the  la9t  2 
years,  starting  with  the  '81  supplemental,  the 
'82  amendment,  the  '83  POM,  the  Budget  Esti¬ 
mate  Submission,  and  the  President's  budget. 
The  same  holds  true  for  '84. 

The  need  for  Improved  readiness  and  sus¬ 
tainability  was  acknowledged  even  before  we 
started  to  work  with  the  current  Administra¬ 
tion,  as  we  started  to  work  on  this  problem 
toward  the  end  of  the  last  Administration.  So, 
the  idea  of  readiness  and  sustainability  has 
taken  hold. 


Also,  we  know  that  to  hold  the  force  we 
have,  with  the  number  of  fighter  wings  that  we 
have  (now  running  about  36)  at  10  1/2  years 
requires  us  to  procure  new  airplanes  on  the 
order  of  265-270  fighters  a  year.  Now,  if 
we're  going  to  build  to  the  40-wing  force  that 
we  really  need — which,  by  the  way,  is  far 
below  our  objective  force — and  then  build  to 
44  wings,  a  goal  acknowledged  by  our  Secretary 
of  Defense,  we've  got  to  be  buying  about  370 
fighters  a  year.  In  reality,  we'll  only  be 
buying  180  fighters  or  fewer,  in  FY-1984.  So, 
we're  a  far  cry  from  achieving  true  moderni¬ 
zation.  Fighter  procurement  is  only  one 
example. 


Later  in  the  discussions,  General  Noah 
will  address  the  Army's  methodology  for 


Finally,  we  get  to  building  the  force. 
I've  already  touched  on  that.  We  know  we're 
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looking  at  a  threat  that  is  outpacing  us  in 
weapon  system  production,  four  to  one.  Just 
use  four-to-one,  and  you  can  fit  it  up  to 
almost  anything  except  manpower;  then  we're 
roughly  behind  by  two  to  one.  And  I  dare  say 
that,  within  our  present  fiscal  constraints, 
our  current  production  rate  and  manpower  build 
are  just  about  the  best  we  can  do.  One  last 
point  on  building  the  force:  You  must  not 
assume  force  expansion  to  have  a  priority 
that's  commensurate  with  its  physical  location 
on  that  slide.  Building  the  force  is  essential 
to  us.  And  it  Is  kept  In  a  balanced  sense, 
along  with  everything  else  we  need  to  do. 

People  are  on  that  chart,  ranked  along¬ 
side  all  of  the  priorities.  Our  Chief  of  Staff 
has  made  it  clear  that  people  are  our  number- 
one  priority.  That  kind  of  goes  without 
saying;  after  all,  as  good  as  everything  is, 
you'll  get  nothing  done  without  people.  You've 
got  to  have  good  people,  you  have  to  take  care 
of  their  pay  and  quality  of  life.  Also,  I 
submit  that  quality  of  life  is  having  the 
right  parts  and  having  the  right  equipment  in 
the  field.  Flying  and  maintaining  2S-year-old 
airplanes  that  their  fathers — or  even  grand¬ 
fathers — have  flown,  is  hardly  a  people  pro¬ 
gram.  So,  people  run  throughout  our  business. 

[SLIDE  41  Now,  let's  talk  a  little  bit 
about  planning  and  budgeting,  and  then  we  will 
go  into  a  more  detailed  look  at  programming, 
which  is  what  really  ties  together  the  plan¬ 
ners'  desires  and  the  realities  of  the  budget. 
First,  the  planners  tell  us  where  we're  going. 
They  provide  us  with  the  road  maps  that  are 
coordinated  among  all  the  various  planning 
agencies.  Service,  JCS,  and  OSD  planners  work 
together  to  ensure  we  all  go  down  the  same 
road  and  toward  the  same  objective.  Perhaps 
the  one  document  that  should  capture  the  es¬ 
sence  of  this  is  the  Defense  Guidance.  The  DG 
has  been  significantly  improved  in  the  last  2 
years,  and  the  services  are  now  working  more 

closely  with  OSD  planners  to  make  guidance 
more  affordable  and  achievable.  Mission-area 
analysis  is  a  way  we  have  found  in  the  Air 
Force  planning  world  to  fit  planning  objec¬ 
tives  and  cost  together.  It's  very  useful  to 
us,  and  its  use  is  growing. 

Resource  impacts  must  be  acknowledged  in 
the  planning  process.  Planners  must  do  more 
than  just  look  at  the  objective  force.  In  a 

classic  sense,  planners  are  often  thought  of 

as  just  looking  at  the  objective  force.  I 
don't  think  that's  true  in  our  service.  I 
would  hope  not  because  a  planner's  real  value 
comes  through  when  he  is  able  to  translate  the 
objective  force  in  a  prioritized  way  into  what 
should  be  done  to  meet  the  threat.  Now,  it's 

most  important  not  to  back  into  redefining  the 


threat  to  equal  available  dollars.  We  pro¬ 
grammers  work  with  planners  to  make  sure  that 
doesn't  happen.  But  it's  planners'  and  pro¬ 
grammers'  interaction  up  front  with  the  De¬ 
fense  Guidance  that  brings  them  together 
toward  the  real  world  of  fiscal  constraints  in 
our  Air  Force  PPBS  process. 
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Now,  budgeting  deals  more  with  cold,  hard 
reality:  "What  are  the  costs  of  what  we're 
doing?"  And  here  is  where  Independent  Cost 
Analysis  and  Cost  Analysis  Improvement  Groups 
come  into  play.  We  in  the  programming  business 
have  been  able  to  improve  the  life  of  the 
budget  community  in  the  Air  Force  through 
automated  and  disciplined  use  of  Program  De¬ 
cision  Packages  (PDPs).  That's  what  we  call 
those  entities  that  we  build  to  track  each  Air 
Force  program.  And,  though  the  PDP  is  a  pro¬ 
cess  that  started  back  In  ZBB  days,  and  we  no 
longer  do  true  ZBB,  we  kept  the  PDP  as  a  use¬ 
ful  tool.  We  improved  the  discipline  so  that 
all  the  manpower,  program  phasing,  logistic 
support,  and  pricing  in  each  PDP  is  a  quality 
input . 

We  push  for  quality  when  we  first  build 
each  PDP,  and  we  keep  each  package  updated  on 
an  almost  daily  basis.  This  means  that  we  no 
longer  go  into  those  three-week-plus  drills  to 
polish  costs  and  redo  program  structure.  The 
budgeteers  now  support  us  throughout  the  en¬ 
tire  PCM-build  process,  working  in  parallel 
across  our  staff  to  fine-tune  our  pricing. 
This  has  allowed  us  to  go  into  a  pricing  ex¬ 
ercise  and  finish  it  up  in  7  days.  What  used 
to  take  us  3  to  4  weeks,  we  now  do  in  7  days. 
That  helps  us  in  responsiveness,  and  it  cer¬ 
tainly  has  helped  us  to  ensure  discipline, 
both  in  the  field  and  in  the  headquarters 


staff.  We  now  know,  right  from  the  start,  what 
the  program  is  really  going  to  cost  us,  and 
when  wiggles  happen  we  are  able  to  readjust 
our  PDPs  and  thus  the  total  POi  build,  almost 
in  real  time. 

The  budget  people  now  live  with  us  all 
the  time.  They're  very  important  to  us,  and  we 
intend  to  stay  linked  to  them  In  every  level 
of  our  corporate  process  in  developing  our 
programs.  And,  once  again,  1  say  that  pro¬ 
grammers  are  the  link,  the  link  with  the  plan 
that  said,  "Hey  guys,  we've  looked  at  rhe 
threat,  we've  got  our  strategy  and  policy, 
we've  got  a  plan,  here's  what  we  need,  here 
are  the  resources  we  have  to  work  with." 

Linking  up  programmers  with  the  planners 
and  the  budgeteers  has  prevented  surprises  and 
has  added  stability  to  PCM  development.  Our 
programs  don't  vacillate  over  time;  they  don't 
go  through  wild  swings  of  the  pendulum.  In 
fact,  it  is  our  view  that  the  essence  of 
stable  programs  is  to  live  with  that  FYDP,  Put 
that  FYDP  together  right  and  then  stand  by  it, 
and  this  is  counter  to  any  notion  that  a  PCM 
is  "after  all,  just  a  rough  departure  point." 
Certainly,  the  President’s  budget  is  no  rough 
departure  point  as  it  is  extended  out  through 
the  Five  Year  Defense  Plan.  The  'RS  column 
should  not  look  very  different  from  the  '84 
column,  and  the  '84  column  should  not  be  much 
different  from  what  we  saw  in  '83.  If  there 
are  wild  swings  In  there,  we  are  not  doing  our 
job  as  disciplined  programmers. 

So,  I  would  urge  those  who  are  in  the 
business  of  pushing  for  stable  programs  to 
recognize  that  there  is  already  built  Into  the 
FYDP  all  of  the  essence  of  stability.  Our 
Secretary  of  Defense  has  said  there's  only 
about  7  percent  flex  In  the  Defense  budget.  I 
think  that's  what  he  was  alluding  to.  There’s 
a  lot  of  stability  in  there.  And  those  people 
or  agencies  chat  would  make  major  changes, 
especially  late  in  the  PPBS  process,  must 
recognize  that  such  action  is  very 
destabilizing. 

This  says  that  what  we’ve  really  got  year 
to  year  in  the  FYDP  represents  a  series  of 
ecosystems.  We're  all  very  familiar  with  that. 
That's  a  nice  way  of  saying,  "You  want  to  do 
something  different?  You  want  to  add  a  new 
program?  Weil,  what's  your  offset?"  And  re¬ 
member,  when  you  add  and  offset,  you  often 
create  two  destabilizing  Inputs. 

Now,  some  changes  will  be  necessary. 
National  policy  may  change,  or  International 
climates  may  vary,  and,  yes,  we  are  able  to 
accommodate  some  changes.  Now  we're  very  con¬ 
cerned  about  possible  changes  In  '83  that  are 


tied  to  actions  pending  on  the  '83  and  '84 
budgets,  and  I'm  going  to  digress  for  just  a 
second  here. 

There  was  a  great  deal  of  concern,  a 
little  over  a  year  ago,  about  '84.  It  comes 
with  the  season.  After  all,  where  Is  my  se¬ 
curity  blanket?  We  have  no  approved  '83  bill. 
We  don't  know  about  '83,  let  alone  '84,  and 
the  timetable  says  we're  now  supposed  to  start 
work  on  '85.  However,  unless  major  destabili¬ 
zing  changes  to  '85  occur,  we  should  not  have 
problems.  Why?  Because  the  '85  column  with 
what  we  know  today — the  present  position — Is 
not  going  to  look  much  different  from  the  '84 
column.  And,  of  course,  the  reason  for  this  is 
that  we  have  carefully  planned,  programmed, 
and  budgeted  for  all  of  the  FYDP. 

My  estimate  of  how  much  flex  Is  in  the 
Defense  budget,  year  to  year,  is  not  about 
7  percent.  Perhaps  at  OSD  level  it's  about 
7  percent,  but  I  would  remind  you  that  by  the 
time  it  gets  to  the  service  level,  it's  less 
than  3  percent. 

Then,  if,  when  the  Fiscal  Guidance  is 
published,  there's  a  little  withhold  on  De¬ 
fense  Guidance  from  what's  in  the  FYDP,  that 
further  pe.rturbates  the  system. 

For  example,  in  the  Air  Force,  we  were 
looking  for  a  little  over  $92  billion  in  '84, 
which  Included  defense  programs,  NF1P,  and  all 
our  other  business,  and  then  $2  billion  was 
held  back  when  the  Fiscal  Guidance  came  out  in 
January.  So,  as  we  put  together  our  POM,  we 
had  to  relocate  $2  billion  worth  of  programs. 
It  wasn't  as  if  we  had  a  bunch  of  slop  and 
wedges  In  our  •’CM;  it  simply  wasn't  there. 

So,  we  restructured  programs.  What  does 
that  mean?  We'll  never  kill  anything;  Instead, 
we  are  forced  to  stretch  programs  out.  That’s 
destabilizing,  and  I  would  urge  those  who  deal 
In  that  kind  of  policy  to  recognize  that  there 
is  a  destabilizing  effect  when  arbitrary 
withholds  are  made.  And  this  is  tough  for  all 
services  to  deal  with. 

Now,  I  live  in  the  trenches;  that's  why  I 
know  that.  It  Just  isn't  something  "cni  go  out 
and  say,  "Oh  well,  stretched-out  programs  will 
work  if  we  do  a  good  job  of  programming."  No, 
you  can't  assume  that.  Some  changes  can  be 
made,  but  it's  a  tough  environment  when  you 
force  late  changes;  there  isn't  ouch  fiscal 
slack,  and  when  you  withhold  on  the  front  end, 
you  further  reduce  that  slack. 

When  the  Air  Force  moved  Into  building 
its  '84  column,  it  was  looking  at  not  much 
more  than  1  percent  flex.  And  if  you  examine 
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oar  PCM  budget  closely,  you  will  see  the  new 
initiatives  that  amounted  to  about  $1.5  bil¬ 
lion.  The  rest  of  our  budget  represented 
stable  programs  carried  forward  from  the  last 
FYDP  that  were  restructured  slightly  to  ac¬ 
commodate  cost  and  Inflation. 

(SLIDE  5|  We  have  talked  quite  a  bit 
about  the  programming  process;  now,  let's  look 
at  the  Air  Force  organization  that  puts  it  all 
together.  This  is  our  board  structure.  Its 
foundation  rests  on  13  panels.  They  are  headed 
by  colonels  from  each  of  our  basic  mission 
areas,  and  they  have  representation  from 
across  the  staff  on  each  panel. 


Each  panel  is  much  like  a  mini  Air  Staff. 
Their  job  is  to  work  with  the  Program  Element 
Monitors  (PEMs),  with  the  Systems  Officers 
(SYSTOS)  in  our  Air  Force  Systems  Command, 
with  the  Program  Offices,  and,  finally,  but 
perhaps  most  Important,  with  the  Major  Com¬ 
mands.  The  panels  put  each  program  together 
and  then  bring  those  programs  forward  to  the 
Program  Review  Committee  (PRC). 

The  PRC  Is  next  In  line,  above  the 
panels.  It  Is  also  fed  Information  on  foreign 
programs  by  the  Security  Assistance  Committee 
headed  by  our  Director  of  International  Pro¬ 
grams.  In  addition,  our  Force  Structure  Com¬ 
mittee  (FSC)  keeps  the  PRC  abreast  of  the 
Impact  of  programmatic  changes  on  the  total 
force  structure.  Our  Operating  Budget  Review 
Committee  ( OBRC)  works  with  the  PRC  to  ensure 
proper  programming  of  all  O&M  items.  At  the 
same  time,  all  of  the  Major  Commands  of  the 
Air  Force  are  feeding  into  all  levels  of  our 
organization,  sometimes  simultaneously  but  at 
different  levels  of  detail.  In  essence,  the 


PRC  pulls  together  the  PCM  and  carries  recom¬ 
mendations  forward.  The  PRC  is  the  body  that 
integrates  our  PCM.  Seventeen  colonels  and  GS- 
15s  and  one  brigadier  general  do  that.  They 
carry  their  recommendations  up  to  our  Air 
Staff  Board  at  the  two-star  level. 

Mow  I  find  myself  in  the  unique  position 
of  having  just  chaired  the  PRC  for  the  last 
two  years,  and  now  moving  into  the  position  of 
chairing  the  Air  Staff  Board.  The  board  re¬ 
views  the  PRC's  recommendations,  makes  certain 
judgments  with  regard  to  those  recommenda¬ 
tions,  and,  at  times,  sends  the  PRC  back  to 
the  drawing  hoard.  I  nay  tell  the  analysis 
people,  "We  want  this  looked  at  in  greater 
detail,"  or  "We  need  mission-area  analysis  to 
keep  us  objective."  Some  very  tough  recom¬ 
mendations  have  got  to  come  from  Lhat  board, 
but  we  usually  do  this  from  a  menu  of  selected 
alternatives  provided  bv  the  PRC. 

The  next  step  in  our  programming  organi¬ 
zation  Is  the  Air  Force  Council.  The  Air  Force 
Council  is  chaired  by  our  Vice  Chief  of  Staff, 
a  four-star,  and  is  made  up  of  three-star  Dep¬ 
uty  Chief  of  Staff  representatives.  All  the 
while,  the  Air  Force  Secretariat  is  inter¬ 
active  at  the  PRC  and  Air  Staff  Board  levels. 
And  the  Assistant  Secretary  level  is  inter¬ 
acting  with  the  Council. 

The  Council  then  puts  the  final  polish  on 
the  PCM,  makes  final  recommendations,  and 
sponsors  a  briefing  that  is  given  by  the 

Chairman  of  the  Air  Staff  Board  to  the  Air 

Force  Chief  and  Secretary.  This  briefing  Is 
attended  by  the  senior  statf  from  both  the 
uniform  side  and  the  Secretariat,  is  well  as 

the  four-stars  from  the  field. 

It  is  important  to  note  th3t  this  Is  not 
the  first  time  our  four-star  MAJCOM  Commanders 
from  the  field  have  been  involved  In  the  PPM. 
We  brought  the  four-stars  in  twice,  and  we 
brought  their  two-star  planners  in  three 
times.  Again,  that's  all  part  of  our  open 

process.  So,  we  finally  are  to  that  point 
where  we  have  our  four-stars  sitting  in  with 
our  Secretariat  and  our  senior  staff  for  the 
final  buy-off  on  our  PCM.  After  this  approval, 
the  budgeteers  put  It  into  proper  detail,  and 
we  send  it  downstairs  to  OSD,  where  some  of 
you  are  the  recipients. 

(SLIDE  6)  Now  let's  look  at  the  whole 
PPBS  schedule.  From  September  of  '81  through 
January  of  *82,  the  Defense  Guidance  develop¬ 
ment  was  underway.  The  services  were  brought 
into  this  process  and  ultimately  used  the 
Defense  Resources  Board  as  a  vehicle  to  re¬ 
solve  service/ OSD  DG  disconnects.  We  in  the 
Air  Staff  were  working  Interactively  with  OSD, 
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and  I  thought  that  the  meetings  chaired  by 
General  Stillwell  were  superb.  They  were  a 
tremendous  opportunity  for  everyone  from  the 
services  to  get  down  there  and  get  their  oars 
in.  In  some  cases,  we  felt  the  guidance  was 
too  specific,  ambitious,  and  restrictive.  To 
understand  our  concern,  you've  got  to  remember 
that  guidance  should  be  a  broad-brush  plan 
that  asks  for  a  service  view  of  how  best  to 
meet  the  threat.  To  do  this  best,  we  do  not 
need  Mission  Impossible  guidance  or  a  detailed 
cookbook.  Guidance  should  allow  us  the  lati¬ 
tude  to  express  our  judgment  and  tell  or  Jus¬ 
tify  our  story,  and  the  interaction  that  we've 
had — especially  during  this  Administration — 
during  development  of  the  Defense  Guidance, 
has  been  very  useful  and  open.  Interaction 
starts  at  the  action-officer  level  and  does 
not  initially  require  senior  leadership  in¬ 
volvement.  It's  only  as  we  raise  specific 
issues  related  to  guidance  that  our  senior 
leadership  gets  involved,  and  the  vehicle  for 
their  involvement  is  the  Defense  Resources 
Board  review. 


Slide  6 


Now,  we  have  already  talked  a  lot  about 
building  the  PCM,  and  the  chart  shows  us 
starting  that  action  typically  in  November. 
I'll  just — very  quickly — review  for  you  what 
happened  with  the  FY  1984  PCM  build.  First, 
the  major  commands  came  in  with  their  priori¬ 
tized  PCM8.  they  briefed  our  panels,  and  our 
panels  put  together  their  recommendations. 
This  interaction  lasted  through  January.  At 
the  Air  Staff  we  compared  the  major  command 
Inputs  with  the  President's  budget,  and  the 
Program  Review  Committee  fitted  up  a  recom¬ 
mendation.  This  was  passed  to  the  Air  Staff 
board  (the  two-star  level).  They  took  a  good 
look  at  that  first  line-up.  The  structure  for 


consideration  in  that  forum  was  the  Defense 
Guidance:  "What's  the  planning  input?"  “How 
much  money  do  we  have  to  work  with?"  "How  do 
we  best  spend  that  money?"  And,  finally,  "What 
does  MAA  say  about  the  way  you're  spending 
that  money  in  terms  of  capability  and  needs 
met?" 

We  then  did  a  7-day  pricing  exercise 
based  on  that  first  rack-up.  After  that,  we 
briefed  the  Major  Command  four-stars  and  the 
Air  Force  Council.  We  then  folded  in  their 
recommended  changes  and  did  another  pr  cing 
exercise.  Throughout  this  whole  process,  there 
was  Command  and  Secretariat  involvement.  The 
four-stars  from  the  field  were  called  back  in 
to  bless  the  final  product,  and  in  May  we  sent 
our  POM  downstairs.  To  me,  it's  significant 
that  we  really  had  our  PCM  in  shape  weeks 
before  the  turn-in  date.  And  there  was  no 
midnight  drill  to  get  the  POM  downstairs.  That 
PCM  was  put  together  2  weeks  before  the  dead¬ 
line.  It  was  ready  and  blessed. 

Following  POM  submission,  we  began  the 
OSD  program  review.  Issues  were  received, 
categorized  by  basic  mission  areas,  and  ar¬ 
ranged  in  nine  issue  books.  For  each  issue 
book  we  appoint  a  colonel-level  Issue  book 
team  chief  to  oversee  the  preparation  of  the 
Air  Force  portion  for  his  particular  area  of 
expertise.  Usually  it’s  the  same  individual 
that  chairs  the  appropriate  functional  panel. 
For  example,  for  the  Nuclear  Forces  Issues 
Book,  the  Strategic  Panel  Chairman  was  in 
charge.  For  the  Conventional  Forces  Issues 
Book,  it  was  the  Tactical  Panel  Chairman.  We 
then  brought  each  book  under  the  direction  of 
a  general  officer.  And  he  was  responsible  for 
briefing  that  group  of  issues  and  the  recom¬ 
mended  Air  Force  position  to  the  Air  Force 
Secretary  and  the  Chief  of  Staff.  That's  how 
we  prepared  our  top  leadership  for  program 
review  by  the  Defense  Resources  Board.  We 
phased  our  schedule  right  through  July  that 
way,  and,  though  It  was  an  extremely  fast 
train,  ray  people  in  our  Resources  Division  did 
a  fine  job  of  maintaining  order  and  discipline 
and  ensuring  that  our  Secretary  was  well  pre¬ 
pared  to  present  the  Air  Force  position. 

We  work  it  hard.  And,  my  friends,  I  tell 
you  that  ADP  is  the  only  way  you  can  do  these 
things.  The  idea  of  working  the  programs  man¬ 
ually,  as  the  Air  Force  was  still  trying  to  do 
several  years  ago,  was  ludicrous.  You  Just  get 
lost  in  the  morass  of  detail,  and  there's  no 
way  to  keep  track  of  where  you  are  going.  We 
have  an  interactive  bystem,  of  course,  built 
on  Honeywell  systems  using  Multics,  and  we  can 
turn  around  our  prioritizations  and  adjust  our 
programs,  literally  overnight.  And,  believe 
me,  we  often  have  to  do  that. 


Following  the  Program  Review,  the  SecDef 
provided  each  service  with  a  Program  Decision 
Memorandum  directing  changes  to  each  POM,  Now, 
in  some  cases  It  was  very  difficult  to  follow 
those  directed  changes  exactly.  For,  again,  it 
took  the  services  almost  six  months  to  put 

together  the  P(M,  and  it  represents  an  ex¬ 

tremely  complicated,  interrelated  set  of  pro¬ 
grams.  To  change  that  following  a  few  DRB 

meetings  is  bound  to  cause  perturbations.  But 
we  do  make  some  adjustments.  For  example,  some 
of  you  might  ask  why  the  Air  Force  insists  on 
killing  the  TR-L.  Well,  it  isn't  that  we  want 
to  kill  the  program.  There  is  a  message  here. 
It  is  simply  the  cumulative  effect  of  all 

those  other  programs  that  we  and  OSD  are 
trying  to  do,  and  it's  an  expression  of  the 

best  judgment  of  the  service  that  the  TR-1  is 
one  of  several  viable  offsets.  It's  difficult 
for  some  people  to  realize  that  to  add  a  pro¬ 
gram  you  have  to  kill  a  program. 

Following  the  BES  submission,  the  service 
POMs  (as  amended  by  the  PDMj  are  once  again 
reviewed  by  OSD,  and  for  this  we  shift  the 
responsibility  to  a  Budget  Review  Board.  But 
the  same  panels  that  you  saw  on  the  previous 
sliie  are  responsive  to  that  board.  They  work 
the  Program  Budget  Decisions  (PBDs)  and  pre¬ 
pare  an  opinion.  The  Budget  Review  Board  is 
made  up  of  appropriate  colonel  representatives 
from  all  our  staff  agencies  and  is  chaired  by 
our  two-star  Director  of  Budget.  Budget 
analysts  do  much  of  the  work  in  fine-tuning 
the  PBDs,  but  again  it's  the  programmers  that 
make  sure  each  change  fits  into  the  big 
picture . 

What  really  ties  this  all  together  is  the 
panel  representatives.  These  are  the  same 
panels  that  worked  the  whole  business  up 
through  the  PCM  and  through  the  program  review 
and  who  now  develop  and  participate  in  the 
response  to  the  Chairman  of  the  Budget  Review 
Board. 

Two  things  happen  that  I  think  are  very 
important.  The  people  who  are  going  to  work  on 
the  next  POM  directly  experience  the  changes 
to  our  baseline  that  occur  during  the  PBD 
process.  Lessons  are  learned  there.  We  read 
that  mall.  We  might  not  always  answer  it  to 
everyone's  satisfaction,  but  we  read  it,  and 
we  get  the  Intended  messages.  And  we  get  it  to 
the  people  that  are  going  to  cycle  those  mes¬ 
sages  right  Into  the  next  POM,  i.e.,  the 
panels  that  will  take  the  inputs  from  the 
Major  Commands.  That's  been  an  important  re¬ 
finement;  this  is  really  what  we  call  the  open 
process,  and  we  think  It's  going  to  pay  us  big 
dividends. 

Following  the  resolution  of  the  major  PBD 
budget  issues,  we  finally  submit  our  service 


portion  of  the  President's  budget.  Nov;,  we 
wish  that  the  resolution  of  major  budget  is¬ 
sues  were  not  worked  in  such  a  ragged  fashion. 
We  understand  that  the  press  of  events  doesn't 
always  allow  more  polish,  but  I  will  tell  you 
that  when  PBD  700,  the  C-5/KC-10  wrap-up,  came 
to  us  dated  2  February  last  year.  It  was  ex¬ 
tremely  difficult  to  deal  with.  And  for  the 
Air  Force  to  have  had  that  kind  of  major  pro¬ 
gram  priced,  in  large  part,  remotely  from  the 
Air  Force  and  then  only  at  the  low  working 
level,  meant  that  the  package  certainly  did 
not  get  the  kind  of  scrutiny  we  give  even  the 
smallest  programs  when  we  develop  our  own  PCM. 

This  caused  us  a  great  deal  of  eleventh- 
hour  difficulty.  After  the  President's  budget 
was  in,  we  were  fighting  to  explain  all  the 
logistic  tails  that  really  entered  Into  that 
late  PBD  decision.  We  were  still  correcting 
Fiscal  Guidance  for  the  Air  Force — as  most  of 
you  know — as  late  as  the  13th  of  September, 
all  as  a  result  of  the  late  adds.  I  think  a 
significant  point,  that  I  must  make  today  is  a 
request  to  all  involved  In  late  PBDs  that  they 
must  be  put  together  with  some  semblance  of 
order  and  must  have  the  right  level  of  par¬ 
ticipation  as  they  are  built.  It  would  save 
all  the  services  and  OSD  a  lot  of  trouble. 

[SLIDE  7]  This  slide  summarizes  what  I 
just  talked  about  but  expands  on  each  organi¬ 
zation's  role.  Subordinate  commands  advocate 
and  participate;  that  is  our  open  process. 
They  participate  In  solving  the  problems  that 
advocacy  creates.  In  the  Air  Staff,  our  Deputy 
Chief  of  Staff  and  our  Assistant  Chief  of 
Staff  advocate  and  support  programs,  but,  re¬ 
member,  they  wear  two  hats.  Those  people  also 
sit  in  the  corporate  board  structure,  where 
advocacy  is  out.  Then  it  Is  a  matter  of  what 
is  best  in  the  total  context  of  the  overall 
program.  The  Secretariat  also  advocates,  and 
rightly  so.  The  board  structure  Integrates 
advocatlve  programs  and  makes  recommendations, 
and  that's  key.  It  is  in  the  board  structure 
that  advocacy  must  be  set  aside.  Each  program 
Is  reviewed  both  separately  and  as  a  part  of 
the  total  picture,  and  here  we  once  again  reap 
the  benefits  of  mission-area-type  objective 
analysis.  Finally,  with  our  four-stars  from 
the  field  present  and  having  made  thefr  In¬ 
puts,  the  Secretary  and  the  Chiefs  approve  the 
total  program  package. 

We're  big  on  this  open  process  of  working 
up  front  with  our  field  commanders.  We  have 
seen  dividends  from  it.  Tt  has  not  been  cum¬ 
bersome,  it  has  not  been  impossible  to  do. 
With  the  help  of  ADP,  we  have  been  able  to 
keep  it  in  an  orderly  fashion.  The  information 
exchange  has  greatly  improved  the  under¬ 
standing  In  the  field  of  what  OS  !>  needs  to 
have  done  and  what  they're  trving  to  do.  This 
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open  process  has  certainly  helped  us  to 
understand  what  our  people  out  there,  who  are 
most  accountable  for  the  way  the  programs  work 
and  must  execute  the  war,  really  require.  We 
understand  them  ouch  better.  Credibility  Is  up 
on  all  corners. 


Slide  7 
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Everyone  participates  In  what  we  priori¬ 
tize,  what  the  problems  are,  and  In  solving 
those  problems,  l.e.,  what  you  offset  with, 
what  lower  priority  program  has  got  to  go.  And 
here  It's  a  process  of  constant  education. 
People  move  In  and  out,  not  unlike  OSD  and 
other  places,  and  we  have  been  able  to  use 
this  open  process  to  get  the  point  across 
that  you  don't  just  say,  "What  do  I  need  new?" 
You  must  say,  "What  do  I  have  old  that  is  no 
longer  required  if  this  new  thing  occurs?"  It 
seems  to  me — and  now  I'm  talking  from  2  years 
of  experience  in  the  Program  Review  Committee 
— that  this  Is  the  essence  of  discipline  In 
programming,  and  to  back  this  up  I  won't  talk 
to  anybody  about  any  new  initiative  without 
asking  him,  "O.K.,  what  goes?" 

"Well,"  he  may  say,  "I  don't  have  any¬ 

thing  to  go,  I'm  a  service  or  support  organi¬ 
zation.  I  can't  give  anything  up." 

That  is  the  wrong  approach.  In  the  United 

States  Air  Force  or  in  OSD,  we  must  first  ask, 

"If  we  want  to  do  this  great  thing  of  high 

merit,  what  can  we  afford  to  give  up?" 

Our  generals  are  supposed  to  understand 
that.  Your  SESs  are  supposed  to  be  big  enough, 
Bmart  enough,  broad  enough  to  be  able  to  deal 
with  that. 

People  say,  "Hey,  don't  bother  me  with 
that;  I’m  Just  telling  you  what  you  have  to 
do.  I'm  giving  you  the  requirement," 


And  to  that  I  say,  "Then,  you've  got  afl 
entry  into  the  fight."  1 

For  example,  there  Is  a  space  community J 
There  are  great  things  we  must  do  In  space— J 
we,  the  United  States  of  America.  We've  donj 
great  things;  we  have  to  do  many  more  things .1 
But,  for  everything  that  we're  going  to  dal 
within  this  ecosystem  that  exists  within  de-I 
fense,  we’re  going  to  have  to  stop  doing! 
something.  I 

I  recently  spoke  at  the  Space  Symposium! 
in  Colorado  Springs  and  explained  all  this  to  I 
them.  The  advocates  of  our  needed  space  pro- 1 
grams  must  get  with  those  users  who  have  I 
things  that  possibly  will  not  need  to  be  done  I 
in  the  conventional,  current  way  of  doing  I 
things,  should  we  be  able  to  do  it  better,  1 
cheaper,  quicker  in  space.  So,  do  some  bust-  I 
ness.  Introduce  yourselves  to  one  another.  Go  1 
face  the  music  with  somebody  and  say,  “We're  I 
going  to  have  to  pay  for  this.  Maybe  your  I 
program  will  be  one  thing  that  could  go."  1 

It's  just  a  matter  of  doing  business,  and  1 
the  Idea  of  Identifying  offsets  is  one  that,  I 
am  happy  to  report,  in  the  U.S.  Air  Force  has 
come  of  age.  I'm  convinced  that  the  only  way 
we've  been  able  to  get  this  into  our  lexicon 
Is  because  of  our  open  process.  That's  been 
the  key. 

In  what  I  call  the  frag  order,  in  the 
directions  for  this  briefing,  they  asked  that 
we  talk  about  analysis.  And  this  Is  an  area 
that  I  always  have  looked  at  with  some  con-  I 
cern.  [SLIDE  81  The  apparent  validity  of  i 
most  analysis  is  so  overwhelming  that  It  Is  I 
often  accepted  at  face  value.  If  you're  un¬ 
willing  to  accept  it  at  face  value,  you've  got 
to  go  Into  a  profound  and  time-consuming  ex¬ 
amination.  And  all  those  single-issue  persons 
who  look  only  at  their  o’m  programs  can  always 
reference  a  multitude  of  studies  that  have 
been  done  to  prove  their  point.  But,  more 
important,  we  must  realize  that  analyses  must 
be  kept  in  balance  with  military  judgment. 


There's  a  lot  of  analysis  going  on  be¬ 
tween  the  ears  of  our  four-stars  that,  al¬ 
though  not  very  carefully  documented  or  pre¬ 
sented  in  a  very  scholarly  way,  must  be  con¬ 
sidered,  understood,  acknowledged,  and,  in 
fact,  responded  to. 

Nevertheless,  cost  analysis  is  vital 
because  OSD  says,  "If  you  can't  quantify  It, 
you're  not  going  to  get  it."  Fair  enough.  If 
you  can't  tell  your  story,  you  don't  have  an 
entry.  So,  cost  analysis  is  a  factor;  we  know 
that.  It's  true  everywhere — certainly  true 
when  we  carry  our  case  to  the  Hill. 
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Mission-area  analysis  is  important  to  as 
because  it  is  tied  to  the  first  thing  we 
started  with  in  this  presentation,  called  the 
"threat."  Cost  analysis  alone  does  not  ac¬ 
knowledge  the  threat.  That  is  the  threat  to 
this  country,  to  our  freedom.  Mission-area 
analysis  does  that.  So,  it  is  a  very  healthy 
type  of  analysis  and  must  be  considered  con¬ 
currently  with  cost  analysis. 

Finally,  you  nave  operational  analysts, 
as  accomplished  by  the  OSD  Director  of  Studies 
Analysis.  Bob  Rosenberg's  shop  does  an  excel¬ 
lent  job  of  that  and  has  become  much  more 
Interactive  with  us  over  the  past  2  years.  The 
people  who  are  responsible  for  these  kinds  of 
analyses  are  present  at  our  Program  Review 
Committee  level,  at  our  Air  Staff  Board  level, 
and  at  our  Air  Council  level. 

So,  to  the  degree  that  we  are  able  to 
have  analyses  Integrated,  we  have  done  so.  We 
now  look  to  Improve  the  quality  of  the  analy¬ 
ses,  the  scope  of  the  analyses,  the  under- 
standabllity  of  the  analyses,  and  plug  them  in 
even  more. 

The  frag  also  said,  "Tell  us  about  rapid 
adjustment."  [SLIDE  9J 

Well,  you  know,  any  time  we  talk  about 
rapid  adjustment — and  I’m  sure  Admiral  Metcalf 
and  General  Noah  had  it  come  to  their  minds 
when  they  saw  "rapid  adjustment" — there  was 
never  a  more  vivid  example  of  everybody  in  the 
Pentagon  being  pulled  through  a  knothole  than 
that  table  1,2, 3, A  exercise  that  we  went 
through  in  August  of  1981.  I  will  tell  you,  my 
friends,  that  if  you  ever  wanted  to  see  the 
service  staffs  as  close  to  collapse  as  we  ever 
dare  take  them  in  these  types  of  matters,  we 
were  there  in  August  of  '81.  Admiral  Metcalf, 


I  don't  know  how  it  struck  you,  but  we  were 
there.  That  was  the  most  counterproductive 
experience  we  have  ever  had  in  this  kind  of 
business,  and  I  realize  that  came  from  out¬ 
side.  But  the  scars  of  that  carried  forward 
right  into  our  next  POM  development.  Any  time 
you  have  to  do  things  fast,  you  start  leaving 
out  the  people  whose  Judgment  needs  to  be 
Involved  • 
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The  first  people  to  go  are  program  of¬ 

ficers.  Why?  Because  it  takes  them  too  long  to 
accurately  analyze,  cost,  and  phase  their 
programs.  So,  cost  analysis  goes  out. 

The  field  commanders  go  out  because  you 

don't  have  time  to  get  their  reaction.  So, 
mission-area  analysis  goes  out.  And,  in  all 
probability,  the  OPS  analysis  never  even  had 
the  statement  of  the  problem  on  paper. 

So,  there  was  no  analytical  approach  to 

that  business,  and  I  would  extrapolate  from 

that  that,  any  time  you  get  into  a  rapid  re¬ 

sponse,  It's  like  the  old-time  secretaries  In 
the  Pentagon  who  used  to  have  a  little  sign 

over  their  typewriters:  "If  you  want  it  bad, 
you’re  going  to  get  it  bad."  And  that's  rapid 
response . 

That  doesn't  mean  that  we  shouldn't  pre¬ 
pare  for  it.  We  do.  And  here  is  the  key — 
anticipate.  Now  that  we  have  enough  order  in 
our  Air  Force  process,  we're  able  to  get  a 

little  breathing  room.  We  anticipate  things  to 
the  degree  we  can  and  prepare  for  them.  For 

example,  we  know  that,  as  we  move  into  build¬ 
ing  the  '85  POM,  we  could  have  a  difficult 

situation.  So,  we  are  not  moving  into  '85  with 
an  eye  toward  dealing  with  a  lot  of  new  Ini¬ 
tiatives.  This  fall  we  have  not  Invited  all 
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the  commands  to  present  their  Initiatives  In 
October,  November,  or  December.  No,  we  haven't 
done  that.  In  fact,  we  said,  "Please  hold  on 
to  all  your  Initiatives  and  work  with  u6  while 
we  prepare  for  the  '85  PCM  by  way  of  re¬ 
structuring  existing  programs,  and,  as  the 
PBDs  unfold  and  as  we  get  a  better  look  at  the 
draft  Fiscal  Guidance,  we  all  will  have  a 
better  feel  for  how  much  the  existing  programs 
will  cost.  After  we  scope  that  problem,  we 
will  entertain  new  initiatives." 

This  kind  of  approach  is  necessary,  since 
we  do  not  yet  even  have  an  FY-83  appropria¬ 
tions  bill.  So,  we  don't  know  exactly  what  the 
direction  is;  we're  not  going  to  go  into  after 
-burner.  Let's  hold  back  the  speed  a  little 
bit  here,  and  we'll  get  a  better  sight  of 
where  the  target  is,  and  then  we'll  set  our 
direction. 

Now,  there  is  a  danger  in  too  much  prepa¬ 
ration.  There's  always  a  question  of  how  much 
preparatory  work  you  do  without  having  some¬ 
thing  become  a  self-fulfilling  prophecy.  For 
example,  I’m  reluctant  to  say  that  the  U.S. 
Air  Force  might  expect  a  $2  billion  hold-back 
in  Fiscal  Guidance  in  January  for  fear  some¬ 
body  will  say,  "Well,  they  expect  it,  let's 
give  it  to  them." 

I  realize  that  any  hold-back  decision  has 
probably  already  been  made,  and  X  hope  it  will 
not  disturb  the  stability  of  the  FYDP  funding. 

Major  program  adds  and  deletions  are  the 
big  problem  to  us.  I  cited  what  PBD  700  did  to 
us.  Everyone  agreed  that  we  got  the  job  done, 
but  it  was  a  rapid-reaction  kind  of  thing,  and 
it  was  an  example  of  how  the  service  and  OSD 
staffs  had  to  react  rapidly.  They  just  could 
not  be  expected  to  do  a  very  good  job.  And 
we've  been  patching  that  up  for  nine  months. 
We  got  into  this  box  because  we  did  not  have 
enough  time  to  really  plan.  We  did  not  have 
the  guidance  from  the  top  down  on  what  the 
real  objective  was.  Planning  input  is  an  item 
that  has  really  struck  us,  and  again  it  was 
during  that  debacle  of  August  '81,  when  we 
worked  tables  l  through  4,  when  our  Chief  and 
our  Secretary,  at  eleven  o'clock  one  Sunday 
morning,  were  down  in  the  basement  of  the 
Pentagon,  and  the  Chief  said,  "What  was  the 
plan  going  into  this?" 

"Well,  sir,  the  plan  was  to  cut  $1,7 
billion  in  table  l,  $3.5  billion  in  table  2, 
$7  billion  in  table  3,  and  $12  billion  in 
table  4..."  whatever  it  was. 

That  was  when  he  said,  "No,  what  was  the 
plan?  Do  we  have  a  planning  input?  What  are  we 
trying  to  do  here?" 


"Chief,"  we  said,  "we  didn't  have  that." 
We  didn't  have  time  to  consider  a  plan,  we 
have  got  to  respond.  He  said,  "Fall  back,  get 
the  plan  in  here,  get  all  the  people  that  did 
all  this  wild  cutting,  sit  them  down,  drive 
the  plan  by  them,  give  them  a  planning  input, 
and  let's  go  from  there." 

And  1  guess  that's  why  he  was  Chief.  He 
was  the  smartest  guy  in  the  room. 

That  goes  hack  to  the  need  for  top-down 
direction,  and  we  in  the  Air  Force  are  very 

sensitive  to  that.  Our  Vice  Chief  of  Staff 
called  me  in  two  weeks  ago  and  said,  "Look, 
we're  moving  into  another  cycle.  What  are  some 
things  we  need  to  consider  here?" 

And  I  said,  "Sir,  we  need  top-down  di¬ 
rection,  we  need  guidance.  You  cannot  program 
by  trial  and  error." 

And  1  would  submit  to  you  that  you  cannot 
program  by  trial  and  error  at  service  level, 
and  you  can't  program  by  trial  and  error  at 

OSD  level.  We  need  some  30lid,  top-down  guid¬ 
ance  any  time  we  launch  into  anything  that  de¬ 
parts  from  what  1  call  the  stable  program, 
i.e.,  the  FYDP.  When  we  anticipate  a  problem — 
and  we  do  anticipate  some — we  do  what  we  call 
preparatory  work,  and  we  start  with  our  pan¬ 
els.  Our  panels  put  the  answer  to  the  task 

together,  bring  it  up  to  our  Program  Review 
Committee;  they  bring  it  as  a  recommendation 
to  our  Air  Staff  Board.  Now,  the  Air  Staff 
Board  really  quarterbacks  this  action.  The 
Chairman  of  the  Air  Staff  Board  watches  the 
whole  game.  He  sits  in  on  all  our  Secretary 
Program  Reviews  on  our  major  systems  and  thus 
knows  when  a  problem  is  coming  up.  He  looks  at 
all  the  SARs  (Selected  Acquisition  Reviews) 
and  says,  "Watch  out,  there’s  a  SAR  disconnect 
here.  We're  going  to  have  to  work  something 
out,  get  with  OSD  and  see  what's  happening 
here.  That  could  be  a  problem."  And,  most  im¬ 
portant,  he  provides  top-down  guidance  on  the 
direction  the  whole  board  structure  must  go. 
He  also  provides  a  filter  to  make  sure  that 
the  board  structure  does  not  waste  time  on 
false  starts. 

You  all  have  got  to  start  working  this. 
We  must  not  energize  the  commands  on  wliat-lfs. 
Crying  wolf  to  the  commands  is  the  worst  thing 
you  can  do.  Another  philosophy  we  must  avoid 
is  to  keep  the  process  closed.  We  must  be 
aboveboard  within  the  services  and  between  the 
services  and  OSD. 

[SLIDE  10]  1  thought  the  ideas  on  this 
last  slide  would  be  useful  to  share  with  you. 
Xf  you  take  a  look  at  what  the  Air  Force  has 
done  over  time,  you  see  that,  when  we  put 
together  our  *83  POM,  we  started  this  open 
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process.  Incidentally,  we  started  this  open 
process  at  the  insistence  of  our  four-star 
field  commanders-  We  opened  it  up  and  said, 
"O.K.,  your  XPs  are  going  to  be  in  here,  and 
you  all  will  be  in  here;  we'll  work  this  to¬ 
gether.  You'll  be  in  periodically.  We  will 
tell  you  where  our  priority  list  is  over 
t ime . " 
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Automation  saved  us  and  allowed  us  to 
provide  the  Major  Commands  with  a  real-time 
product.  We're  able  to  automate  our  program 
decision  packages,  which  describe  a  given 
program,  and  provide  budget  detail  as  an  ap¬ 
propriations  breakdown  in  terms  of  budget 
programs  and  in  terms  of  element  of  expense 

code,  etc.  The  programmers  can  see  where  the 
money  is  going  as  it  moves  around  in  execution 
and  then  what  the  effects  of  execution  will  be 
in  the  future  FYDP  years. 

Each  program  is  then  worked  into  a  master 
priority  list.  Our  internal  Air  Force  priority 
list  has  all  our  programs  in  it,  from  solid, 

base-line  programs  right  up  into  those  pro¬ 
grams  we  are  not  quite  able  to  fund,  such  as 

an  increase  in  skill  training,  or  moderni¬ 
zation  of  some  piece  of  equipment,  etc.  We  try 
to  stack  up  our  programs  in  accordance  with 

the  priorities  that  I  showed  you  before,  and 
then  we  run  beyond  the  funded  line,  into  the 
programs  that  go  into  our  POM  addendum,  and  we 
retain  a  data  base  that  goes  another  thousand 
PDPs  beyond  even  that. 

So,  we  have  525  currently  In  our  Budget 
Estimate  Submission  (BES),  and  we  can  say  the 
Air  Force  has  525  program  decision  packages 
that  are  funded.  But  we  have  1,700  in  our 
total  data  base.  That’s  why  It  is  Important 
for  OSD  to  know  we  have  no  wiggle  room  left. 


And  it  is  not  Just  OSD  that  needs  to 
remember  this.  The  Major  Commands  need  to  know 
this,  too.  And  they  do.  I  went  out,  eyeball  to 
eyeball,  with  every  Major  Command  Commander 
we've  got  in  the  U.S.  Air  Force  and  told  each 
one,  Sir,  the  deal  is,  if  you  want  anything 
new,  you've  got  to  tell  us  what  we're  going  to 
stop." 

And  the  BES  was  the  base  line  we  were 
working  with  at  that  point.  We  presented  the 
MAJCOMs  with  that  BES  base  line,  and  they  used 
it  to  develop  their  POM  inputs.  We’re  able  to 
keep  that  list  constant.  The  Air  Force  prior¬ 
ity  list  is  now  moving  into  its  third  cycle 
with  very  little  movement  in  it.  We  know  what 
our  priorities  are,  program  by  program.  How¬ 
ever,  for  '84,  we  started  before  we  had  the 
President's  budget,  and  we  learned  some  les¬ 
sons  from  that. 

We  found  it  would  be  better  to  wait  a 
little  longer  and  get  a  better  ba6e  line.  The 
BES  is  not  the  best  base  line.  The  President's 
budget  is  really  the  only  true  base  line. 

Too  much  emphasis  is  being  placed  on  new 
initiatives  in  the  environment  where  we  al¬ 
ready  have  a  stable  FYDP  and  an  established 

ecosystem.  So,  we  went  back  to  our  field  com¬ 
manders  and  said,  "Hey,  we  have  too  much  per¬ 
turbation.  We’re  holding  out  too  much  hope  for 
you.  We  shouldn't  do  that  to  you;  it’s  not 
fair.” 

Therefore,  when  the  President's  budget  is 
late  and  there  are  other  considerations,  such 
as  PBD  700,  you  can  see  how  that  drags  all 

these  changes  into  the  following  PfM  cycle. 
It's  counterproductive.  We  understand  some  of 
that  better  now  this  year,  as  we  move  into 

'85,  We  said  there's  already  a  lot  in  the  game 
this  year;  so,  we're  not  going  to  deal  with 

Initiatives  until  we  sort  out  what  happens  in 
the  President's  budget  and  get  a  better  grin 
on  what  the  new  Fiscal  Guidance  is  going  to 
be . 

We  must  also  understand  what  the  December 
inflation  rate  is  going  to  do  to  us  and  have  a 
better  feel  for  the  SARs.  That  is  a  much  more 
sophisticated  approach.  Much  more  "business¬ 
like"  is  probably  a  better  word. 

Once  we  get  that  President's  budget,  we 
have  our  bible.  That  is  our  base  line,  and  we 
will  proceed  from  it.  Before  we  can  even  think 
about  adding  initiatives,  we  must  first  clean 
up  our  existing  programs.  Should  the  kind  of 
fiscal  guidance  that  we  expect  in  the  coming 
President's  budget,  that  budget  which  we  are 
now  fitted  up  to,  be  reduced  for  some  reason — 
and  1  would  hope  not--we  would  have  to  go  into 
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a  significant  drill  to  correct  all  our  pro¬ 
grams,  deal  with  fixing  up  loose  ends,  cost 
growth,  before  dealing  with  any  initiatives. 

The  commands  are  Involved  with  us  in  that 
process,  and  I  think  that's  very  healthy.  They 
said  they  wanted  to  know  the  problem,  and  we 
made  them  aware.  They  said  they  wanted  to  be 
part  of  the  solution,  and  now  they  are.  So,  we 
have  a  better  PCM  formulation  that  way. 

Now,  what  I've  tried  to  do  here  is  bring 
you  through  some  of  what  our  philosophy  is, 
tell  you  how  we  make  our  programmatic  deci¬ 
sions  and  the  way  time  plays  in  that.  We  have 
looked  at  the  structure  we  have  to  do  that 
with,  and  how  we  expect  to  use  the  President's 
budget  as  our  new  base  line.  I  will  now  handle 
any  questions  you  might  have. 


DISCUSSION 

General  Cunningham:  I  would  like  to  start  with 
a  question  that  was  asked  during  the  break.  I 
showed  you  the  arrows  that  led  the  way  through 
the  PPBS,  from  the  threat  toward  the  budget.  I 
also  made  the  point  that  the  programmers  are 
involved  with  planners,  right  from  the  start. 

Now,  the  real  question  is,  "Are  we  in 
jeopardy  of  turning  the  arrows  around  with 
that  kind  of  behavior?"  You  would  then  have 
the  budget  defining  the  threat. 

I  tried  to  make  the  point  in  my  remarks 
that  the  planners  have  got  to  do  a  couple  of 
things.  They  have  to  keep  their  eye  on  how 
much  force  we  should  have  to  meet  the  threat, 
and  yet  this  planning  force  must  not  be  way 
out  of  line  as  far  as  achlevability  and  af¬ 
fordability  are  concerned.  And,  from  a  plan¬ 
ner's  perspective,  that  may  have  some  sort  of 
negative  effect  on  the  Defense  Guidance.  But, 
since  we  programmers  are  the  recipients  of 
that  guidance,  you  can't  blame  us  for  doing 
everything  we  can  to  get  that  guidance  into  a 
form  that  we  can  swallow. 

I  would  hasten  to  add  that  the  planners 
are  not  fiscally  constrained  when  they  develop 
the  long-range  plans.  These  are  plans  that 
exceed  the  FYDP  time  frame,  and  here  you  want 
creative,  not  constrained,  thoughts. 

Mid-term  guidance,  within  the  FYDP,  must 
be  somewhat  constrained.  First,  it  tmjst  be 
achievable.  You  must  have  the  technology  and 
the  production  capacity  to  get  the  job  done. 
Second,  we  must  be  able  to  afford  it,  and  I 
mean  as  part  of  a  balanced  set  of  prioritized 
programs,  not  simply  afford  it  as  a  single 
gold-watch  entry. 


That  is  why  programmers  need  to  be  in-1 
volved  in  the  mid-term  guidance.  They  are  the! 
ones  who  have  to  buy  the  groceries  and  write 
the  checks.  Now,  believe  me,  even  though  we 
have  brought  some  additional  reality  into  the 
planning  process,  we  are  there  to  help — not  to 
turn  the  arrows  around  and  artiflcally  reduce 
the  threat  or  the  creativity  of  planning. 

Question :  To  what  degree  should  the  plan  be  a 
programming  document? 

General  Cunningham:  I  don't  think  that  the 
plan  ought  to  be  a  programming  document.  In 
fact,  I  would  like  all  specific  directions  to 
achieve  certain  levels  of  this  and  that,  etc., 
out  of  there.  1  think  that's  the  kind  of  thing 
that  makes  the  plan  programmatic.  I  think  the 
services  should  be  at  least  acknowledged  to 
have  the  Intelligence  to  understand  the  basic 
direction  that  we  ought  to  be  going  and  the 
pace  that  we  should  be  moving  in  that  direc¬ 
tion.  The  DG  can  become  so  specific  that  it 
becomes  perceived  as  dictatorial.  And  it  makes 
people  like  Admiral  Metcalf  and  me  say,  "What 
are  we  needed  for?  You  know  you  could  put  all 
this  into  a  computer  and  grind  it  out  right 
there  if  you  wanted  to." 


But,  fortunately,  in  this  country  the 
military  and  the  civilian  government  share  a 
high  mutual  respect.  The  military  is  still 
looked  upon  as  the  technical  experts  on  how 
best  to  carry  out  civilian  government  policy. 
So,  our  POM  represents  our  best  military  judg¬ 
ment  in  programmatic  terms.  And  we  would  like 
to  be  able  to  have  some  latitude  to  work  that. 
What  with  two  review  cycles --both  the  program 
review  cycle  and  the  budget  review  cycle — it 
seems  that  there's  ample  time  for  OSD  to  make 
sure  we  have  done  our  job. 

It  seems  to  me  it  would  be  a  great  op¬ 
portunity  to  leave  the  guidance  more  general 
in  nature  and  let  the  services  respond  in  a 
more  purely  specific  way.  If  1  were  looking 
for  the  service  response  and  if  I  accepted  the 
premise  that  the  POM  is  the  expression  of  the 
services'  military  judgment  about  what  we 
ought  to  do  with  the  money  you've  allowed  ua 
to  proceed  with,  I  would  want  to  provide  an 
environment  that  allows  creative  thinking.  If 
you  hand  us  specifics  and  we  just  regurgitate 
them  back  to  you,  we  have  not  accomplished 
much. 

Question:  How  do  the  panels  operate,  and  how 
do  they  respond  in  programmatic  terms  when 
they're  faced  with  Increases  in  requirements, 
changes  in  costs,  overruns,  effects  of  in¬ 
flation,  that  sort  of  thing?  Are  they  re¬ 
stricted  to  just  operating  within  a  certain 
amount  of  TOA,  are  they  fenced  in,  and  do  they 
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have  Co  find  the  offset  within  the  TOA  they 
have  available? 

General  Cunningham:  Obviously,  that  would  be  a 
sorry  way  to  operate.  So,  we  don't  do  it  that 
way.  Certainly,  there  are  some  panels  that 
have  very  little  TOA,  and  we  can  tell  how  much 
TOA  each  panel  has  because  every  program  de¬ 
cision  package  that  we  have  is  Identified  to  a 
given  panel. 

Some  panels,  such  as  a  Research  and  De¬ 
velopment  Panel,  have  a  lot  of  TOA  and  no 
flex.  Everything  they've  got  is  a  pet  rock, 
gold  watch,  or  sacred  cow.  So,  some  guys  just 
can't  move. 

Therefore,  when  the  Air  Force  is  faced 
with  a  reduction  in  TOA  or  forced  to  add  a  new 
program  without  additional  TOA,  every  panel 
gives  that  offset  effort  a  shot  within  the 
mission  area  that  they  are  responsible  for. 
And  they  talk  to  the  Major  Commands  and  PEMs. 

Where  they  simply  don't  have  any  flex, 
they  have  to  say,  "What  other  mission  area  is 
affected  by  this?"  And  then  they  go  over  to 
other  panels  and  work  with  panel  chairmen  from 
other  mission  areas.  So,  when  all  the  panels 
come  forward,  you  don't  just  give  a  pat  answer 
from  within  one  little  compartment  of  one 
panel.  They  all  interact,  they  all  talk  to 
each  other.  And  the  intricacies  of  that  are 
not  so  complex  that  we  are  unable  to  compre¬ 
hend  them  when  they  bring  them  to  the  Program 
Review  Committee. 

This  process  makes  us  work  across  mission 
areas  and  with  the  major  commands,  and  that's 
important.  This  open  process  avoids  cate¬ 
gorization  or  establishment  of  mechanical 
pigeonholes.  That's  what  you've  got  to  avoid 

in  this  business  of  programming.  You  can't  get 
mechanical  with  it.  If  you  do,  someone  else — a 
technician,  not  a  programmer — ends  up  doing 
the  job  for  you. 

We  try  to  work  all  the  panels  into  our 

programming  process.  To  that  end,  when  I 

chaired  the  Program  Review  Committee,  I  real¬ 
ized  that  the  panel  chairmen  all  had  problems 
they  would  like  to  share  with  one  another.  So, 
I  established  a  procedure  where  1  met  with 
them  during  heavier  times,  at  least  weekly, 

and  reviewed  the  bidding  with  the  panel 
chairmen.  We  aired  concerns,  and  the  PRC  as  a 
corporate  body  suggested  solutions. 

The  second  thing  1  did  was  to  place  the 
senior  panel  chairman  in  charge  of  an  informal 
panel  coalition.  I  didn’t  even  put  it  on  the 
organizational  chart,  but  it  functions,  nev¬ 
ertheless,  to  where  that  senior  panel  chairman 


meets  in  frequent  sessions  with  the  panel  and 
reviews  those  problems  that  mav  not  be  evident 
at  the  PRC  Chairman  level.  He  determines  what 
must  be  collectively  pushed  up  the  ladder.  And 
then  he  meets  periodically  with  the  PRC 

Chairman  and  says,  "O.K.  ,  boss,  here's  what's 
going  on.  This  is  what's  bothering  us."  And  we 
have  had  very  good  results  with  this  informal 
process.  But  the  point  is  you've  got  to  work 
across  those  panels  and  compartments . 

Oh,  I  said  the  word  "compartment."  That 
reminds  me  that  all  the  services  have  certain 
compartmentalized  programs  that  are  not  con¬ 
sidered  in  the  normal  process  of  things.  Some 

of  us  have  more  than  others,  and  it's  an  area 

that  should  not  be — cannot  be — ignored  in  the 
programming  process.  There  are  the  highly 
classified  programs  that  we  have  got  to  na, 
attention  to.  So,  we  in  the  Air  Force  statf 
don't  let  those  programs  just  drift.  Our  Vice 

Chief  of  Staff  last  year  created  a  body  with 
properly  cleared  people  to  deal  with  those 
programs  in  an  appropriate  fashion  and  make 
recommendations  to  the  Chief  and  the  Sec¬ 
retary.  I  would  like  to  let  It  rest  at  that, 
with  the  point  being  made  that  our  highly 
classified  programs  are  dealt  with  appropri¬ 
ately  in  a  programmatic  way--not  held  sarred-- 
and  are  considered  when  ue  go  looking  ior 
offsets . 

Question:  If  the  panels  are  primarily  ad¬ 

vocates,  how  do  you  ever  squeeze  any  offsets 
out  of  them? 

General  Cunningham:  That’s  the  job  of  the  PRC 
Chairman.  The  panels  should,  at  tiroes,  be 
advocates,  and  it  depends  upon  the  timing  when 
they  are.  They  bring  in  advocacy  from  their 
Major  Commands  and  their  PEMs.  A  classic  ex¬ 
ample  Is  the  Strategic  Panel.  They  will  tell 
the  Program  Review  Committee,  "This  Is  what 
the  Strategic  Air  Command  needs." 

The  Strut  Panel  Chairman  has  to  give  his 
recommendation  according  to  the  Major  Command 

he  represents.  Tills  makes  him  an  advocate 

right  a way.  But  the  Strat  Panel  must  then 
justify  all  of  that  to  the  Program  Review 
Committee.  They  are  called  upon  to  provide 

alternatives  where  the  funding  cannot  be 
achieved  within  the  amount  of  money  that's 

available  to  that  panel — not  just  by  mission 
area  but  from  his  own  panel. 

Right  there  is  the  subtle  transition  from 
the  advocate  to  the  programmer:  "Corporately 
now.  United  States  Air  Force  Strat  Panel 
Chairman,  what's  your  recommendation?" 

"Well,  sir,  I've  got  to  run  off,  and  I'll 
be  back  some  other  time." 
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No,  that's  not  what  he  says.  Because  X 
say,  "Come  on,  we're  going  to  do  business 
here.  What  is  it?  I  know  at  times  you  have  to 
be  an  advocate.  That's  good,  but  now  is  the 
time  to  take  your  advocate  hat  off.  We're 
going  to  do  business.”  And  we  get  right  down 
to  it . 

Question :  Within  the  Program  Review  Committee 
(which  General  Cunningham  chaired  for  the 
last  2  years),  it's  often  felt  that  the  work 
that's  done  by  the  Program  Review  Committee 
results  in  the  only  good  POM.  After  that,  it 
just  gets  nibbled  and  nibbled  to  death  and 
squeezed  and  crumped  until  finally  something 
comes  out  that  the  Program  Review  Committee 
does  not  want  their  name  on. 

General  Cunningham:  Well,  that  really  isn't 
the  case.  You  know  it's  always  the  young  Turks 
that  like  to  think  they're  really  doing  great 
work,  but,  in  reality,  the  closer  you  are  to 
the  fire,  the  more  you  can  feel  the  heat.  And 
that  Program  Review  Committee  doesn't  sit 
nearly  as  close  to  that  fire  as  the  Council 
does.  Therefore,  things  change  as  they  go  on 
up  the  ladder. 

That  Program  Review  Committee  cannot  be 
nearly  as  well  informed  as  the  Air  Staff  Board 
or  the  Council,  which  is  made  up  of  three- 
star-level  representatives  and  is  chaired  by 
the  Vice  Chief  of  Staff.  That  Program  Review 
Committee  cannot  possibly  know  all  the  pres¬ 
sures  operating  on  our  POM  without  having  the 
benefit  of  the  Secretarial  inputs  that  are 
seen  more  at  the  Board  and  Council  level.  So, 
those  pressures  tend  to  put  a  little  distance 
between  the  PRC  and  the  Council.  That's  the 
way  I'd  answer  that. 

So,  I  would  say  to  those  of  you  in  the 
system  that  it's  great  to  see  people  like  Dr. 
Chu  here  be  part  of  this  dialogue.  We  all  need 
to  do  this.  Do  more.  Let's  do  better.  Let's 
avoid  the  nif-naf,  let  the  proper  level  work 
the  micro,  and  let  the  leadership  deal  with 
the  big  stuff.  That's  the  answer  to  that. 

Question:  What  need  is  there  for  two  reviews? 

General  Cunningham:  1  call  them  "review 

cycles. "We  now  have  a  program  review  and  a 
budget  review.  The  Air  Force  has  proposed  to 
the  new  Administration  that  we  would  like  to 
see  one  review  cycle.  Let  us  put  in  our  POM  a 
little  later  and  then  do  a  combined  program 
and  budget  review  that  would  result  in  the 
President's  budget. 

Well,  most  of  us  have  seen  a  little  com¬ 
bat,  and  nobody  likes  to  fly  through  a  SAM 
ring  twice.  Only  a  fool  likes  to  do  rhat.  So, 
putting  the  POM  in  jeopardy  twice  and  giving 


people  the  opportunity  to  take  more  shots  at 
you  than  you  might  possibly  be  able  to  avoid 
motivated  us  to  say,  "We  want  one  cycle."  One 
SAM  ring,  that's  what  we'd  like.  And  that's  an 
honest  answer. 

There  are  some  pros  to  that,  as  there  are 
cons.  The  biggest  plus  is  that  one  review 
would  reduce  workload  and  expense,  etc.,  and 
that  is  a  significant  reduction.  I  would  say 
by  removing  one  of  those  cycles  we'd  probably 
knock  out  some  of  the  busywork  and  add  sub¬ 
stance  to  our  service  POMs.  I  will  not  speak 
for  the  other  services,  but  the  Air  Force 
would  have  a  better  POM  if  we  had  a  little 
more  time  to  work  it. 

Now,  the  President's  budget  should  be  our 
base  line.  After  we  receive  the  President's 
budget,  we  need  time  to  get  oor  Major  Commands 
in  to  review  it  and  work  with  the  panels  and 
the  Program  Review  Committee.  Frankly,  if  we 

move  into  this  cycle  on  the  schedule  that's 
now  published,  our  commands  will  be  penalized 
in  that  we  will  have  to  compress  the  rime  tnaf 
the  Program  Review  Committee  and  the  panels 

will  have  to  consider  Major  Command  requests 
and  comments.  If  we  had  a  longer  cycle,  we 
could  do  that  in  a  more  orderly  way,  and  we 

could  include  more  analysis  in  what  we  do. 

Analysis  takes  time.  Everyone  in  that  business 
knows  what  I'm  talking  about.  If  we  truly  want 
to  put  analysis  into  what  we're  doing,  we 
can't  do  it  with  the  two  cycles  we've  got 
right  now. 

The  other  side  of  the  coin,  and  I  don't 
totally  agree  with  this,  is  that  there  is  a 
chance  for  each  service  to  seek  relief  f^om 
sometimes  arbitrary  PDM  decisions  by  . 
facing  our  concerns  during  the  PBD  eye  1  '  t;'s 
an  opportunity  for  both  the  services  and  OSD 
to  do  that.  So,  that  goes  back  to  the  old  flv- 
through-the-KAM-ring-twiee  philosophy.  1  sup¬ 
pose  where  you  stand  on  this  issue  depends 
upon  where  you  sit. 

If  I  were  in  OSD  and  had  a  program  I 
thought  was  of  paramount  importance  and  1  had 
a  considerable  amount  of  time  and  effort  in¬ 
vested  in  it,  1  would  like  to  have  a  second 
shot.  If  it  fell  off  the  cutting  table,  I'd 
try  to  settle  it  out  of  court  during  the  pro¬ 
gram  review.  I  would  hope  that  I  could  enlist 
some  help  from  PEMs  and  others  in  the  services 
to  try  to  influence  the  Air  Staff  to  perhaps 
make  an  adjustment  when  they  came  in  with 
their  BES. 

If  that  fell  through,  I'd  want  another 
shot  during  the  budget  review,  and  while  OSD 
and  PASE  were  riding  herd  on  this  and  keeping 
that  discipline  in  there — and  that's  appre¬ 
ciated — if  l  were  an  OSD  project  officer,  I'd 
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want  to  have  the  opportunity  to  see  If  I 
couldn't  slip  something  In  there  again.  I 
would  always  want  another  cycle  where  I  might 
get  my  friend  up  there  on  the  staff,  that 
major  or  colonel  or  general  officer  to  try  to 
push  it  one  more  time.  And  I  suppose  that's 
part  of  this  fight  for  resources. 

However,  1  think  a  single  cycle  would 
serve  us  better  in  terms  of  the  quality  of  the 
POM  we  would  submit.  I  think  the  services 
would  properly  discipline  themselves  in  a 
single  review  cycle.  1  feel  that  the  Secretary 
of  Defense  could  be  confident  in  that,  and  I 
think  that,  before  too  many  more  years,  we'll 
come  to  a  single  cycle. 

Question:  How  can  you  ensure  your  program  is 
affordable  if  you  haven't  looked  into  the  EPA 
years?  Do  we  look  out  there  and  make  an  ade¬ 
quate  economic  assessment  to  consider  what  you 
can  really  do,  or  have  we  built  an  Extended 
Planning  Annex  (EPA)  that  is  going  to  require 
50  percent  of  the  GNP? 

General  Cunningham:  This  concerns  us  a  great 
deal.  In  fact,  we  do  use  our  Extended  Planning 
Annex.  But  it  has  been  significantly  improved 
from  the  document  many  of  you  once  worked 

with.  We  have  come  a  long  way  since  then,  and 
EPA  is  now  taken  very  seriously.  My  prede¬ 
cessor  on  the  Air  Staff  Board,  General  Bill 

Campbell — a  truly  fine  officer,  with  total 
integrity — said,  "Look,  how  do  you  know  what 
route  to  take  if  you  don’t  know  where  you're 
going?  The  EPA  is  where  we’re  going." 

He  directed  our  Force  Structure  Committee 
to  produce  an  EPA  sensitive  to  a  realistic 
economic  environment  and  in  consonance  with 
the  policy  and  planning  directed  by  our  Com¬ 
mander  in  Chief.  That  EPA  was  put  together 

before  we  departed  on  the  '84  POM.  The  panels, 
the  Program  Review  Committee,  and  the  Air 
Staff  Board  were  briefed  on  that  EPA,  just  to 

remind  us  of  where  we're  really  going. 

So,  we  pay  attention  to  the  EPA  while  we 
build  our  POM.  And  that  Isn't  just  meant  to  be 
a  pat  answer.  That's  the  way  we  do  it. 

Now,  can  we  improve  that?  Yes,  there  are 
a  couple  of  things  that  we're  going  to  have  to 
come  to  grips  with.  We  should  come  to  grips 
with  varying  economic  assumptions,  especially 
in  the  out  years  of  the  EPA.  We  know  that  the 
variables  tend  to  converge,  to  tighten  up,  as 
you  back  in  from  an  EPA  10  years  out  beyond 
the  PCM,  and  then  they  all  converge  on  the  TCW 
that  exists  in  the  last  year  of  the  FYDP.  This 
slop  in  the  economic  computation  factors 
lowers  our  confidence  in  some  of  the  things 
you  look  at  in  the  out  years. 


We  are  also  a  little  too  complacent  when 
we  look  at  the  out  years.  We  too  easily  accept 
the  philosophy  that  I  really  don't  have  to 

face  those  problems  for  7  or  10  years.  But  we 
must  learn  to  defend  our  out-year  TOA.  We 

can't  be  soft  on  that.  But  I  think  that  how  we 
Justify  those  out-year  numbers  could  be  done 

in  a  more  disciplined  way.  Continued  re¬ 
visiting  of  the  EPA  is  important,  not  just  on 
the  front  end  of  the  PPBS,  when  you’re  really 
nervous  about  getting  the  PCM  done,  but  all 

during  the  PCM  build.  And  we  need  to  compare 
all  the  FYDP  years,  not  iust  the  budget  year. 

This  year,  we're  going  to  do  that.  We 

intend  to  clean  up  the  out  years.  We're  going 
to  be  much  more  sensitive  to  the  affordability 
of  the  programs  in  the  out  years  and  will 
consider  their  extension  out  beyond  8  to  10 
years.  That,  frankly,  is  part  of  the  evolution 
of  this  system.  I  told  Dr.  Chu  that  our  Air 

Force  PCM  was  rather  well  done  to  the  degree 
that  the  out  years  have  manpower,  0&M,  and  all 
the  same  tails  we  have  in  the  budget  year,  and 
it's  all  programmatically  placed. 

I  have  spent  some  time  talking  about 
stable  programs  today,  and  the  FYDP  is  the 

essence  of  stable  programming,  in  my  view. 
We've  told  our  Major  Air  Commands  that  there 
isn't  much  room  to  move  around  in  the  out 
years.  We  have  ourselves  pretty  tightly  tied 
down  out  there.  And  we've  got  to  watch  our¬ 
selves.  Because  a  lot  of  things  are  going  to 

change  between  now  and  then,  and  we  now  don't 
have  the  big  wedges  everyone  used  to  put  in, 
just  to  handle  all  those  "what-lfs."  OSD 
should  be  aware  of  that. 

Question:  When  you  talked  about  programming  In 
the  presentation,  vou  talked  about  it  as  a 
link  between  the  plan  and  the  budget.  That 
being  the  case,  it  was  surprising  that  you 
were  so  quick  to  say  that  we  would  like  to 
combine  the  program  review  and  the  budget 
review. 

General  Cunningham:  Well,  you  see,  program¬ 
ming,  in  the  context  that  1  used  it  in  the 
presentation,  says  we've  got  so  much  money  to 
work  with,  we've  got  so  many  things  we  have  to 
do.  What's  the  best  way  we  can  make  these  ends 
meet?  That’s  not  hard  to  understand.  The  idea 
of  a  program  review  cycle  and  then  a  budget 
review  cycle  is  in  a  totally  different  con¬ 
text.  As  far  as  I'm  concerned,  you  could  call 
the  present  system  an  above-service  review 
cycle  A  and  above-service  review  cycle  B,  and 
I  don't  see  an  awful  lot  of  difference  between 
the  two. 

Now,  1  realize  functionally  that  a  lot  of 
us  think  that  we  scrub  programs  in  the  first 
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review  and  the  budget  In  the  second  and  that 
this  process  Is  done  differently  by  different 
people.  If  this  were  really  true,  we  wouldn't 
see  the  sane  issues  coming  back  during  both 
cycles.  It  would  seem  feasible  that  all  the 
different  OSD  agencies  could  work  In  concert 
during  one  review.  In  addition — and  this  is 
key — the  Air  Force  has  done  an  exacting  job  of 
costing  Its  POM  before  submitting  it.  We  have 
programmed  our  ADP  so  that  our  POM  builders 
and  budget  analysts  can  use  the  same  data 
base.  They  work  In  parallel  throughout  the  POM 
build,  so  that,  right  from  the  start  of  the 
POM  build,  the  Air  Force  POM  Is  a  costed  POM. 
It  does  not  require  additional  budget  reviews. 

Question:  How  would  you  respond  quickly  to  a 
major  cut  In  your  TOA? 

General  Cunningham:  Well,  if  you  don't  admit 
there's  a  problem,  you  don't  work  it.  And  I'm 
not  prepared  to  admit  that  that's  a  problem  at 
this  point,  i  think  that  Secretary  Weinberger 
Isn't  going  to  admit  that  that's  a  problem  at 
this  point.  When  OSD  identifies  a  problem  in 
that  regard,  I  assure  you,  we'll  jump  right  on 
It.  If  they  don't,  we're  not  going  to--as  my 
mother-in-law  would  say — borrow  any  trouble. 
The  idea,  though,  as  to  how  can  we  do  that, 
would  take  me  back  to  the  point  that  I  made  on 
the  need  for  top-down  guidance. 

I  think  that  If  there  were  a  major  cut, 
we  would  have  a  council  at  the  highest  Air 
Force  level  to  identify  some  of  those  big- 
ticket  Items  we  could  cut.  But  to  put  to  work 
people  who  have  only  3 — or  even  1 — percent 
margin  left  in  their  POM,  on  the  task  of 
dealing  with  a  problem  that  affects  10  percent 
is  ludicrous.  So,  that  is  the  point  of  top- 

down  guidance. 

And  for  those  of  you  who  formulate  or 
pass  on  that  guidance,  you  must  remember  that 
we  must  be  prepared  to  go  to  war.  We  must 
believe  that  if  we  go,  we  will  win.  We 

soldiers  believe  tills,  nr  we  wouldn't  be  in 
the  business.  And  this  is  the  essence  of  de¬ 

terrence,  we  in  uniform  acknowledging  that  we 
are  ready  to  go  and  win.  Because  the  minute 

the  enemy  thinks  we  doubt  it,  our  President 
will  get  an  ultimatum. 

If  we  go,  we're  going  to  go  on  the  backs 
of  our  people.  So,  let's  not  think  that  we  can 
do  anything  by  way  of  absorbing  cuts  on  the 
backs  of  those  people,  the  same  backs  upon 
which  we're  going  to  go  to  war.  You  can't  do 
that.  You  remember  what  happened  to  us  in  1978 


and  '79.  We  lost  our  NCO  leadership,  we  lost 
our  young  engineers,  we  lost  our  young  pilots, 
we  lost  our  young  Submarine  commanders. 

It's  wrong  to  think  that,  because  we  now 
have  a  poor  economy,  you  can  reduce  military 
pay  or  people  programs.  Don't  think  we  have 
caught  up  after  the  mistakes  we  made  in  '78 
and  '79.  rot  example,  housing  is  simply  not 
good  enough  out  there.  I  commanded  a  wing 
where  my  people  were  living  in  750  units  at 
Nellis  Air  Force  Base,  and  the  average  tem¬ 
perature  at  night  for  three  months  of  the  year 
was  94°  inside  the  houses.  We  can't  do  that  to 
our  people. 

Don't  take  the  money  away  from  the  peo¬ 
ple,  and  don't  take  the  money  away  from  our 
readiness.  Flying  hours,  steaming  hours — don't 
take  that.  People  talk  about  technology  saving 
money.  Well,  the  most  important  module  in  an 
airplane  system,  the  most  productive  module, 
is  the  one  that  fits  between  the  control  stick 
and  the  throttle.  So,  don't  suboptimize  what 
that  crew  gets  because  '"e  need  to  "save 
money." 

There  are  certain  big-ticket  items  we've 
got  to  go  after.  The  big  boys  have  got  to  make 
a  decision,  and  say,  "Hey,  look,  guys,  we're 
not  going  to  beat  you  up  on  the  margin.  We  are 
not  going  to  nitpick  your  people  programs  to 
death.  We  know  you  need  this,  this,  and  this, 
but  here  are  things  we  need,  and  this  is  what 
we  think  you  can  cut.  If  you  have  some  better 
ideas,  let's  hear  them." 

But  first  they  must  stand  up  to  the 
simple  adage:  If  you  add  a  program,  you  must 
identify  what  program  you  are  going  to  kill — 
top-down  guidance,  top-down  responsibility. 
That's  what  I  would  propose. 

I  want  to  jest  leave  one  last  thought 
with  you,  and  T  know  this  group  does  not  need 
a  commercial.  But,  above  all,  we  should  remind 
ourselves  that  we  have  a  great  country,  and  we 
have  great  leadership,  and  we  have  the  most 
noble  of  purposes:  to  keep  that  country  free 
and  safe.  And,  whatever  we  do,  we  just  cannot 
spare  the  horses  to  that  end.  So,  I  hope  that 
we  will  always  be  able  to  work  very  closely 
together  to  get  more  out  of  what  we  have 
available  to  us.  I  very  much  appreciate  the 
Navy's  affording  all  the  services  and  OSD  this 
opportunity  to  meet  together.  This  symposium 
has  encouraged  a  very  healthy  exchange  of 
ideas.  I  would  offer  that  this  should  be  done 
on  a  periodic  basis.  Thank  you  very  much. 
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too  complex  for  the  human  mind  or  even  a  com¬ 
mittee  to  track  with  consistency,  a  computer 
model  incorporating  the  analytic  relationships 
is  required. 

IS  EXTENDED  PLANNING  NECESSARY? 
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IBSTRACT 

A  new  need  for  better  extended  range 
Jlanning  is  discussed  in  the  light  of  recent 
dynamic  changes  to  military  resource  plans. 
The  difficulties  embedded  in  the  current  PPBS 
process  and  the  problems  they  cause  in  devel¬ 
oping  valid  plans  are  reviewed.  The  ongoing 
"Resource  Dynamics"  project  is  then  presented 
as  a  means  of  overcoming  the  difficulties  and 
providing  a  timely  planning  model.  The  basis 
of  the  model  is  a  lagged  feedback  analysis 
linking  budget  “flows*L  over  t .  ne  to  weapon 
system  asset  "stocks.”  The  analytic  model 
relationships  are  based  on  a  significant 
number  of  recent  statistical  analyses.  The 
model  flexibility  to  conduct  rapl^  explora¬ 
tions  and  sensitivity  analyses  (^’what-if  s”) 
around  such  explorations  is  discussed,  as  is 
the  trade-off  between  asset  quantities  and  the 
cost  of  ownership. 


INTRODUCTION 


Extended  planning  and  its  role  in  the 
planning,  programming,  budgeting  system  (PPBS) 
are  discussed  in  three  sections:  First,  its 
relevance  is  explored.  Second,  its  diffi¬ 
culties  and  requirements  are  outlined.  Third, 
an  existing,  developing  approach  toward 
extended  planning  is  discussed. 

A  summary  of  the  views  presented  is  that 
upcoming  fiscal  dynamics  make  better  planning 
essential  and  that  the  inevitable  difficulties 
can  be  overcome  to  a  large  degree  by  the 
method  presented.  Nonetheless,  political 
realities  are  discussed  as  standing  in  the  way 
of  better  planning. 

An  important  concept  is  that  the  resource 
allocation  process  is  inherently  a  complex 
"closed"  system — with  feedbacks  rife  from 
initial  budget  formulation  through  the  "end 
game,"  where  final  changes  are  made — but  these 
feedbacks  have  been  Ignored  because  the  PPBS 
process  has  been  treated  as  a  simple  "open” 
system  without  feedbacks.  The  approach  dis¬ 
cussed  for  Improving  the  process  is  a  dynamic 
method  that  allows  for  the  feedback  impli¬ 
cations.  Because  the  complexity  of  the  inter¬ 
related  feedbacks  and  their  lagged  effects  Is 


*  This  paper  was  summarized  at  the  conference. 
In  the  Interests  of  completeness,  it  is 
printed  here  in  Its  entirety. 


In  a  truly  stable  world,  there  is  really 
no  overriding  need  for  long-range  plans. 
Fiscal  targets  and  resource  allocations,  if 
either  unchanging  or  changing  in  a  "steady 
state"  manner,  can  be  tracked  and  predicted  on 
the  basis  of  thumb  rules  that  are  easily 
understood  and  implemented  by  the  human  mind. 
Unaer  stable  growth,  the  Navy  budgets  for 
aircraft  spare  parts,  for  example,  may  be 
safely  assumed  to  require  some  25  percent  of 
the  new  aircraft  procurement  budget.  This 
aircraft  procurement  budget,  in  turn,  accounts 
for  about  30  percent  of  total  procurement, 
which  averages  AO  percent  of  the  total  budget. 
Such  stability  has  occurred  in  the  past  dozen 
years  or  so.  Figure  1  shows  the  stability  in 
the  overall  budget. 


Figure  I 
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HISTORICAL  TREND.  U  S.  NAVY  PROCUREMENT  RELATIVE 
TO  REMAINDER  OF  BUDGET  1968  81 
(TbrM-YMr  Moving  Average) 


Under  such  conditions,  resource  allo¬ 
cation  dynamics  are  relatively  uneventful,  and 
extended  planning  is  both  uninteresting  and 
inessential.  Without  major  changes  in  al¬ 
locating  trends,  there  are  no  severe  lagged 
effects  of  such  changes — and  the  lags  in  de¬ 
fense  resources  changes,  combined  with  the 
magnitude  of  those  changes,  are  what  makes 
long-range  plans  essential. 

Suppose,  for  example,  that  procurement 
lags  (between  budgeting  and  delivery)  amount 
to  two  to  eight  years,  while  for  ownership — 
maintenance,  operating,  manning — less  than  a 
year  elapses  from  budget  to  expenditure.  Then, 
a  major  shift  in  allocations  between  pro¬ 
curement  and  ownership  has  lagged  dynamic 
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effects  on  resource  trends  and  on  force 
levels.  Assume  that  procurement  has  his¬ 
torically  absorbed  50  percent  of  a  constant 
budget  (inflation-tree),  with  the  remaining 
50  percent  going  to  ownership  costs  (manpower, 
operations,  maintenance,  etc.).  If  budgets 
grow  suddenly  at  a  real  growth  rate  of,  say, 
8  percent,  then,  for  Several  years  the  pro¬ 
curement  budget  can  grow  at  16  percent.  The 
reason  is  passage  of  the  three  or  four  years 
required  for  the  newly  procured  units  to  join 
the  active  forces.  Ail  of  the  eight  percent 
total  addition  goes  to  procurement. 

A  $100  billion  budget — with  $50  billion 
going  to  procurement  suddenly  raised  to  $108 
billion — means  that  procurement  can,  for  a  few 
years,  rise  to  $58  billion,  a  16  percent  in¬ 
crease.  Of  course,  the  dynamics  just  begin  at 
that  point  for,  as  the  fleet  units  do  arrive, 
there  is  a  steady  growth  in  requirements  for 
ownership  funds,  and  that  need  may  coincide 
with  efforts  to  reduce  spending  after  a  long 
(4-year)  growth  period — about  the  average 
duration  of  an  administration.  R 'duct  tons  in 
defense  spending  at  that  point  mean  severe 
reductions  in  procurement,  for  ownership  funds 
are  difficult  to  deny,  once  the  systems  and 
manpower  are  in  place.  A  dynamic  fiscal  roller 
coaster  evolves. 

Undet  such  dynamics,  It  is  no  longer 
realistic  to  assume  (following  our  previous 
example)  that  aircraft  spaces  account  for 
25  per  ent  of  the  aircraft  procurement  budget. 
Instead,  as  procurements  first  rise,  spires 
budgets  do  not  rise  immc  tely  but  grow  only 
as  the  procured  aircraft  reach  the  fleet. 
Later,  as  the  procurement  buildup  ends,  and 
procurement  budgets  fall  back  to  normal, 
spares  require  a  much  larger  fraction  of  the 
procurement  budget,  for  the  fleet  has  ex¬ 
panded.  Figure  2  applies.  Taking  25  percent  of 
the  procurement  budget  for  spares  yields 
budgets  different  from  those  that  result  flora 
taking,  say,  8  percent  of  asset  values. 

Extended  planning  clearly  lakes  on  im¬ 
portance  when  fiscal  trends  are  dynamic — and 
present  defense  spending  plans  call  for  such 
dynamics.  Consider  figure  3's  extension  of 
figure  1.  The  recent  balance  between  pro¬ 

curement  and  ownership  Is  not  to  continue.  The 
reason  Is  that  the  expected  7  percent  real 
growth  In  the  defense  budgets  Is  unprecedented 
In  recent  peacetime  planning. 

It  Is  false,  under  such  dynamic  trends, 
to  fall  back  on  the  embedded  opinion  that 

long-range  plans  do  not  make  any  difference — 
that  ft  Is  only  next  year's  budget,  and  maybe 
the  one  after  that,  that  count.  Such  logic 
works  In  the  stable  situation,  where  long- 

range  effects  have  no  Impact  on  next  year's 


budget.  But,  under  dynamic  conditions,  next 
year's  budget  may  be  the  first  step  in  a 
growth  process  that  is  not  feasible,  and 
should  not  be  taken  unleso  the  forces  planned 
can  be  afforded.  The  fiscal  guidance  provided 
for  next  year,  should  be  a  function  or  those 
long-term  dynamics,  and  the  first  budget  must 
be  allocated  accordingly. 


h'igure  ’ 


I  igurc  ' 


It  is  hypothesized  that  the  current  PPBS 
process  does  not  provide  a  realistic  pro¬ 
jection  of  the  extended  planning  period  or, 
for  that  matter,  of  any  of  the  years  beyond 
the  budget  year.  For  perspective,  even  when 
planned  budget  growth  from  1972  to  1981  was 
relatively  stable  (compared  with  what  lies 
ahead),  procurement  budgets  projected  1  year 
beyond  the  budget  year  (i.e.,  in  year  B+l), 
were  revised  downward  by  about  15  percent  when 
they  became  che  actual  budgets  one  year  later. 
Ownership  budgets,  on  the  other  hand,  were 
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revised  upward  about  5  percent-  Clearly,  the 
procurement-versus-ownership  planning  process, 
even  under  stable  budget  growth,  needs  im¬ 
provement.  The  need  will  accelerate  in  the 
very  near  future. 

However,  even  when  total  budgets  remain 
constant  and  procurements  retain  stable  frac¬ 
tions  of  the  total,  policymakers  may  want  to 
consider  major  changes  in  force  mix — for  ex¬ 
ample,  to  an  all-VSTOL  tactical  air  force,  or 
to  smaller  ships,  or  to  a  draft-augmented 
manpower  force.  Or  economic  explorations  may 
be  necessary.  What  if  compensation  growth  must 
exceed  inflation?  What  if  GNP  growth  is  less 
than  planned?  What  if  the  Inflation  norm  ex¬ 
ceeds  expectations?  What  if  cost  estimates  are 
optimistic?  What  if  defense  industries  lose 
efficiency  ? 

Such  questions  have  dynamic  implications 
through  the  resource  allocation  structure. 
Shifting  to  a  VSTOL  fleet  causes  increases  in 
aircraft  maintenance  and  fuel  costs.  These 
increased  costs  detract,  if  budgets  are  con¬ 
strained,  from  procurement  funds.  Also,  the 
smaller  aircraft  carriers  required  mean  that 
more  carriers  could  be  accumulated  over  time, 
but  smaller  ships  are  less  fuel-efficient  and 
less  manpower-efficient  (on  a  per-ton  basis); 
so,  associated  fuel  and  manpower  budgets  must 
rise  accordingly.  On  the  other  hand,  the  in¬ 
crease  in  manpower  intensity  at  sea  means  that 
more  maintenance  can  be  done  underway,  and 
savings  can  be  made  in  manpower  ashore.  Such 
dynamics  do  not  lend  themselves  well  to  "thumb 
rules,"  or  even  to  factor  manuals  which  do  not 
change  with  the  resource  environment. 

Under  conditions  where  overall  force 
growth  is  anticipated  and  force  mix  changes 
are  to  be  explored,  not  only  must  the  dynamics 
be  captured,  hut  methods  to  alter  the  dynamics 
rapidly  are  essential.  The  current  system 
cannot  provide  that  capability. 

What  is  needed  Is  a  system  that  responds 
automatically  In  all  necessary  dimensions,  one 
that  is  constructed  to  increase  the  budgets 
for  leasing  commercial  logistic  ships,  say, 
when  the  ratio  of  Navy  combatant  to  Navy  sup¬ 
port  ships  becomes  too  high,  and  remembers  to 
Increase  the  mean  skill  levels  of  manpower 
when  units  become  more  complex,  and  niters 
maintenance  needs  if  fleet  ige  changes  because 
of  alterations  in  such  factors  as  procurement 
amounts. 

Either  such  dynamics  tan  be  reviewed  in 
detail  when  each  policy  alternative  is  con¬ 
sidered,  or  thpy  car.  be  built  into  a  (com¬ 
puterized)  model  that  ran  he  used  instan¬ 
taneously  as  the  inputs  are  changed.  The 
latter  obvlouslv  has  practical  appeal.  It  Is 


proposed  in  the  third  section.  But,  first,  we 
should  explore  briefly  some  particularly 
thorny  aspects  of  the  current  PPBS  process, 
aspects  that  reinforce  the  need  for  a  more 
responsive  planning  capacity. 

There  are  some  factors  in  planning  that 
are  more  than  merely  complex.  Some  examples 
are  political  factors  and  human  biases.  Under 
our  administrative  procedures,  plans  must  be 
based  on  guidance,  and  that  guidance,  at  least 
In  part,  has  strong  political  Influences.  For 
example,  the  current  Administration  is  count¬ 
ing  on  economic  recovery,  complete  with  pro¬ 
ductivity  increases  sufficient  to  offset 
renewed  inflation.  Consequently,  plans  are  de¬ 
veloped  with  the  most  optimistic  assumptions 
about  future  inflation  rates.  It  would  be 
politically  inconsistent  for  the  Defense 
Guidance  to  ask  for  development  of  a  plan 
prepared  on  the  basis  of  inflation  rates 
higher  than  those  projected  by  the 
administration . 

Asking  for  a  new  set  of  plans  for  each 
new  set  of  different  inflation  rates  would  be 
practically  Impossible  under  the  current  PPBS 
system  because  of  the  time  and  effort  in¬ 
volved.  But  such  a  set  of  runs  could  easily  be 
accomplished  with  a  dynamic  computer  model  — 
and  would  draw  much  less  attention  than  havlug 
hundreds  of  persons  communicating  with  each 
other  (and  the  press?)  each  time  a  new  option 
is  run. 

As  another  thorny  example,  it  is  naive  to 
expect  planners  to  program  unanticipated 
growth  in  unit  costs.  Yet,  it  is  a  historical 
fact  that  such  cost  growth  has  occurred,  year 
after  year,  in  weapon  systems.  Clearly,  plans 
that  assume  unit  costs  that  turn  out  ulti¬ 
mately  to  be  too  low  will  invalidate  the  plan, 
causing  procurement  quantities  to  be  lowered. 
That,  in  turn,  raises  unit  co6ts  again  as 
overhead  costs  are  absorbed  by  the  remaining 
units. 


Again,  it  may  he  more  acceptable  to  run  a 
series  of  runs,  on  an  analytic  model,  to  ex¬ 
plore  the  Implications  of  unanticipated  in¬ 
flation  and  unplanned  cost  growth,  than  to  ask 
for  the  major  compilation  of  Inputs  from  pro¬ 
ject  managers  and  sponsors  for  each  iteration. 
Even  small  annual  changes,  if  they  occur  con¬ 
sistently  over  time,  can  have  major  long-term 
effects.  Figure  4  shows  that,  in  20  years, 
unexpected  Inflation  of  2  percent  per  year, 
compounded  by  another  2  percent  in  unit  cost 
increases  per  year,  reduced  a  planned  fleet  of 
500  ships  to  about  300.  Historically,  these 
"2  percent"  factors  have  proved  to  be  not  far 
from  actual  year-to-year  errors. 
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Figure  4 


PERSPECTIVE  ON  EFFECTS  OF  ERRORS  IN  PREDICTING 
INFLATION  AND  COST  ESTIMATES 


I  _ YEAR  I 


PROBLEMS  AND  DIFFICULTIES  IN  PLANNING 

The  current  PPBS  process — whether  It  be 
for  the  budget  year,  the  five-year  plan,  or 
the  15-year  horizon — entails,  in  essence,  ob¬ 
taining  Information  on  hundreds  of  program 
elements  and  their  associated  costs,  adding 
them,  and  then  "adjusting"  the  sum  to  fit 
fiscal  limits.  That  in  Itself  is  a  huge  task, 
Involving  hundreds  of  people  from  project 
offices,  resource  sponsors,  budget  and  analy¬ 
sis  shops,  computer  centers,  etc. 

The  inputs  to  such  a  process  are  filtered 
through  numerous  briefings  and  presentations 
in  the  management  chain.  The  information  is 
influenced  by  biases,  errors,  and  political 
factors.  Data  are  misinterpreted  through  mis¬ 
understandings  of,  for  example,  how  Inflation 
was  used  or  was  supposed  to  be  used.  Cost 
factors  can  be  based  on  the  wrong  learning 
curves  or  be  calculated  in  the  wrong  year's 
dollars.  The  hundreds  of  telephone  calls — 
between  the  various  echelons  of  the  managerial 
chain,  from  the  secretariats,  through  the 
service  chiefs'  staff,  to  the  material  com¬ 
mands — are  not  all  consistent.  The  resulting 
costs,  the  quantity  projections,  the  es¬ 
calation  funding  needed,  can  be  in  error,  or 
misunderstood,  or  both. 

Thto  data  "gathering"  process  is  not  a 
one-time  event,  even  for  a  given  year.  Changes 
to  guidance  and  to  programs  occur  even  before 
information  requested  on  previous  guidance  has 
been  received.  Data,  when  received,  may  be 
based  on  guidance  different  from  what  is  now 
assumed  by  the  requester. 

Even  guidance  that  is  clearly  understood 
and  promulgated  may  be  based  on  overly  opti¬ 
mistic  projections.  Obvious  examples  are 


guidance  on  inflation  that  is  too  low,  or 
fiscal  assumptions  that  are  too  high.  Hie 
former  leads  to  underestimated  costs,  me 
latter  to  overestimates  of  the  quantities  to 
be  procured. 

Perhaps  most  significant  for  present 
purposes,  however,  is  that  as  these  myriad 
details  come  together  In  the  PPBS  process,  the 
budgets  and  plans  they  form  run  up  against  the 
annual  budget  submission  deadline.  In  a  matter 
of  a  few  days  near  the  end  of  the  programming 
cycle,  the  resulting  program  must  be  made  to 
fit  within  Fiscal  Guidance,  and  also  to 
satisfy,  as  much  as  possible,  the  requirements 
of  the  sponsors  who  participate  in  the  final 
reviewing  process.  At  this  point  (the  "end 
game"),  large  changes  to  cumulative  appro¬ 
priation  categories  and  program  allocations 
may  be  made. 

Such  changes  affect  the  assumptions  un¬ 
derlying  the  detailed  "gathering"  process, 
which  means  that  the  costs  and  budgets  pro¬ 
vided  lose  validity.  But  there  is  scarely  time 
to  do  another  iteration  of  the  hundreds  of 
phone  calls,  briefings  and  compilations  re¬ 
quired  to  obtain  valid  inputs — and  far  more 
than  one  iteration  would  be  required.  So,  the 
changes  are  made  at  an  aggregate  level,  on  the 
basis  of  intuitive  logic  and  seat-of-the-pants 
policy.  Subsequently,  as  budget  and  plans 
become  reality,  the  acquisition  and  support 
processes  must  adjust  to  the  unrealistic 
plans.  Program  cutbacks  and  stretchouts  occur, 
and  the  "mismanagement"  label  is  applied  once 
again  by  critics  of  defense. 

At  the  point  of  budget  adjustment, 
another  phenomenon  occurs — a  subtle  one,  very 
detrimental  to  planning.  The  adjustments  made 
to  force  the  total  budget  authorizations  to 
fit  into  fiscal  Guidance  are  affected  from 
another  direction — expend! tures. 

Economic  pressures  to  reduce  or  control 
government  spending  are  usually  concentrated 
on  the  short  term.  This  means  that  procurement 
accounts  are  affected  differently  1 1  vn  owner¬ 
ship  accounts.  Budget  authorizations  fot  skips 
and  aircraft,  say,  are  expended  only  as  sys¬ 
tems  are  built.  This  means  that  authorized 
budgets  for  procurement  are  outlaid  (expended) 
over  several  years:  Less  than  5  percent  of  the 
authorization  for  a  new  aircraft  carrier  is 
actually  spent  in  the  budget  year,  the  rest 
over  an  8-year  period  or  so  beyond.  But  the 
budget  authorizations  for  operations  and 
maintenance  are  expended  almost  entirely  in 
the  first  and  second  years  of  the  plan. 

The  process  of  reducing  the  planned  au¬ 
thorizations  of  next  year's  budget,  when  com¬ 
bined  with  the  politically  important  goal  of 
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reducing  near-term  oullays  (expenditures), 
therefore,  means  that  operating  and  main¬ 
tenance  plans  are  the  ones  most  likely  to  be 
cut.  These  accounts  therefore,  become  under¬ 
funded  most  severely  In  the  plans.  When  the 
budget  year  rolls  around,  however,  under- 
funding  these  accounts  Is  no  longer  possible; 
In  fact,  they  must  be  augmented  to  levels 
above  those  planned.  This  Is  much  of  the 
reason  for  the  finding  that  procurement  ac¬ 
counts  have  historically  needed  to  be  reduced 
by  almost  15  percent  from  their  projections  1 
year  earlier,  while  ownership-related  budgets 
were  Increased  by  roughly  5  percent.  Proper 
planning  should  help  avoid  these  dynamics  and 
their  counterproductive  effects. 

The  combined  unlikelihood  of  (1)  ob¬ 
taining  the  correct  inputs  in  the  gathering 
process,  (2)  obtaining  those  inputs  without 
the  biases  of  the  information  providers  and 
without  the  biases  of  those  providing  the 
guidance,  and  (3)  avoiding  end  game  changes 
that  would  alter  the  inputs  if  the  necessary 
feedback  effects  were  reflected,  lead  to  sug¬ 
gesting  that  the  PPBS  process  be  at  least  sup¬ 
plemented  by  another  system.  In  more  theo¬ 
retical  terms,  the  current  process,  which  is 
treated  as  an  “open"  system  (wherein  inputs 
are  not  affected  by  the  outputs)  should  be 
replaced  by  a  “closed"  or  feedback  system, 
wherein  the  inputs  provide  outputs,  which 
alter  the  inputs,  which  affect  outputs,  etc. 

If  my  watch  is  set  at  the  factory  with 
certain  inputs,  it  will  provide  me  the  time  as 
an  output.  But,  eventually  ("In  the  long 
term"),  the  time  will  be  Incorrect.  My  watch 
alone  is  an  "open"  system.  But  my  watch  and  I 
together  are  a  "closed"  system.  I  check  its 
output  against  other  calibrated  systems  and 
reset  its  Inputs.  In  the  current  PPBS  process, 
resetting  the  inputs  after  the  end  game  has 
adjusted  resource  allocations  would  mean 
getting  the  hundreds  of  pieces  of  information 
all  over  again.  Obviously,  that  is  not  feasi¬ 
ble.  It  follows  that  the  current  PPBS  process 
is  not  a  realistic  way  to  deveLop  extended 
plans . 

An  "analytic"  planning  approach  is  pro¬ 
posed.  VltaL  Information  embedded  In  those 
detailed  inputs  must  be  translated  into 
analytic  models,  which  are  more  easily  used  in 
conducting  the  necessary  explorations  required 
by  policy  analysts.  It  Is  suggested  that  this 
translation  of  detail  Into  analytic  trends, 
obviously  less  accurate  in  the  budget  year 
itself.  Is  far  nure  accurate  In  the  long  term, 
and  perhaps  more  accurate  as  soon  as  two  years 
In  the  future. 

But  what  Is  meant  by  "analytic  trends"  in 
the  PPBS  process?  Let  us  consider  an  analogy 


from  the  field  of  coat  estimating.  In  ea- 
timatlng  the  coat  of  a  new  weapon  ayatem,  coat 
analysta  use  detailed  engineering  data  if  the 
system  has  been  designed  and  development  has 
progressed  through  the  prototype  etage.  At 
that  point,  the  details  of  engineering  and 
production  labor  and  material,  of  profit  and 
overhead  rates,  of  system  integration  tasks, 
etc.,  are  known;  they  can  be  compiled  for  use 
in  determining  next  year's  production  costs. 

But  when  analysts  are  looking  to  deter¬ 
mine  how  much  a  system  will  cost  before  it  has 
been  designed  and  before  production  schedules 
have  been  set,  such  a  detailed  approach  is  not 
possible.  Instead,  analysts  must  rely  on 
"parametric"  relationships,  derived  from 
myriad  past  data,  to  explore  the  likely  costs 
of  alternative  future  systems.  In  such 
"parametric  estimates,”  an  aircraft's  unit 
cost  is  made  a  function  of  Its  weight,  ac¬ 
celeration,  speed,  and  other  performance 
requirements. 

An  analogous  concept  is  proposed  to  de¬ 
velop  extended  plans  in  resource  allocation. 
The  detailed  "gathering"  process,  analogous  to 
the  detailed  "engineering  cost  estimates,"  is 
essential  for  the  budget  year.  But  the  farther 
one  looks  ahead,  the  more  the  uncertainties  In 
plans.  The  detailed  process  should  yield  log¬ 
ically  to  a  more  parametric  (or  analytic) 
approach . 

Looked  at  from  a  different  perspective, 
long-range  planning  Is  a  policy  matter  as 
opposed  to  a  managerial  process,  yet  the  PPBS 
system  is  very  much  a  managerial  process. 
Inputs  are  compiled  from  the  detailed  mana¬ 
gerial  system — the  project  managers,  the  bud- 
geteers,  the  computer  systems — and  the  Inputs 
are  combined  in  a  managerial  accounting  pro¬ 
cess  wherein  the  individual  data  elements  are 
added  up  to  determine  the  long-range  plan. 

A  policymaker  determines  the  guidelines 
under  which  each  project  is  to  be  managed,  or 
whether  the  project  is  to  be  undertaken  at 
all.  A  good  manager  performs  efficiently  the 
tasks  required  under  the  policy,  determining 
needs  and  implementing  schedules. 

Different  methods  are  useful  to  managers 
and  to  policymakers.  The  accounting,  con¬ 
trolling,  and  optimlzati onal  techniques  suit¬ 
able  in  a  well  defined  managerial  problem  are 
generally  different  from  the  analytic  tools 
needed  by  the  policymaker,  who  has  to  choose 
between  alternatives  in  an  ill-defined  future. 
This  usually  means  using  techniques  which 
allow  exploring  many  options  under  many  dif¬ 
ferent  scenarios.  It  means  focusing  on  the 
"first  order  effects,"  the  major  factors  in  a 
policy  problem — and  sacrificing  accuracy 
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(usually  false  accuracy),  for  broad  per¬ 
spective.  It  means  reducing  drastically  the 
volume  of  data  Inputs,  so  that  larger  numbers 
of  policy  options  and  scenarios  can  be 
explored. 

All  of  this  means,  In  turn,  that  the 
process  must  be  replaced  by  a  more  analytic, 
feedback-oriented  approach,  to  which  we  now 
turn. 

THE  SYSTEM  DYNAMICS  APPROACH  AND  THE  NAVY 
RESOURCE  DYNAMICS  APPLICATION 

Fortunately,  there  exists  a  well  estab¬ 
lished  framework  for  conducting  policy  analy¬ 
ses  In  long-range  military  planning.  The  tech¬ 
nique  of  "System  Dynamics,"  developed  over  the 
past  25  years  at  MIT  under  the  direction  of 
Jay  W.  Forrester  (references  1  and  2),  pro¬ 
vides  the  general  theories.  With  the  texts, 
computer  languages,  and  even  professional 
experts  now  available,  It  Is  possible  to  apply 
these  techniques  to  a  specific  policy  problem. 
At  George  Washington  University,  such  an  ap¬ 
plication  Is  in  process  to  consider  the  U.S. 
Navy's  resources  allocation  problem.  The 
project  is  called  "Navy  Resource  Dynamics" 
(NAVRESDYN) . 

NAVRESDYN  Is  a  computer-based  analytic 
model,  which  interrelates  important  variables 
through  parametric  relationships  developed  on 
the  basis  of  detailed  statistical  analyses. 
The  model  Is  truly  dynamic,  meaning  that  the 
feedbacks  are  such  that  not  only  are  the  model 
parameters  time-dependent ,  but  the  parameters 
change  as  the  policy  variables  themselves 
change.  Thus,  the  maintenance  parameters,  for 
example,  change  as  the  fleet  age  changes.  The 
maintenance  cost  of  F-14  aircraft  will  thus 
Increase  as  the  average  age  of  the  F-14  inven¬ 
tory  Increases.  This  Is  an  example  of  a  more 
dynamic  Interaction  than,  say,  a  time-varying 
parameter  such  as  the  Inflation  rate,  which 
may  grow  at  six  percent  per  year  no  matter 
what  the  other  variables  (besides  time)  are 
doing . 

In  a  dynamic  model  the  choice  of  control 
varlahles  (such  as  budget  flows)  In  one  time 
period  Is  dependent  on  their  values  In  another 
period,  and  vice  versa.  In  such  a  "closed 
system"  approach,  the  model  dynamics  are  far 
more  complex — but  also  more  comprehensive  — 
than  In  an  "open  system." 

With  an  open  system,  one  might  apply  a 
maintenance  "factor"  to  the  value  of  aircraft 
to  obtain  the  maintenance  budget  as  an  output. 
A  similar  mathematical  operation  would  be 
applied  for  the  following  time  period,  etc. 
But,  In  a  dynamic  (feedback)  model,  the  main¬ 
tenance  cost  factors  would  automatically  be 


affected  by  aircraft  procurement  and  aircraft 
age,  and  trade-offs  would  be  made  to  determine 
whether  it  would  be  better  to  inactivate  more 
old  aircraft,  which  would  reduce  maintenance, 
which  would  increase  funds  available  fot  new 
procurement,  which  would  reduce  average  air¬ 
craft  age  and  further  lower  mai  ntenarice  costs. 

Modeling  such  dynamics  Is  difficult,  but. 
feasible — and  once  they  are  modeled,  one  .an 
rapidly  study  the  policy  implications  of  the 
trade-offs  In  resource  allocations.  Feedback 
models  such  as  Resource  Dynamics  can  then  rely 
on  sensitivity  analyses — wherein  trial  solu¬ 
tions  are  compared — to  choose  between  resource 
policy  opcions.  This  sensitlvltv  analysis 
becomes  a  form  of  "optimization,"  as  thp  al¬ 
ternative  options  are  reviewed,  and  tin-  most 
desired  one  (the  optimum)  is  chosen. 

The  following  includes  a  brief  descrip¬ 
tion  of  the  current  NAVRESDYN  model  and  logic. 
Allocation,  in  the  broadest  sense,  mast  be 
made  between  acquisition  and  ownership. 
Ownership  Involves  operating  and  supporting 
the  Navy's  weapon  assets.  Yet  the  cost  of 
ownership  of  Navy  systems  cannot  be  l  rested 
Independently  of  the  Navy's  cost  of  acqui¬ 
sition,  naval  readiness,  or  operating/ 
maintenance/manning  policies.  There  is  ac¬ 
cordingly,  need  for  a  comprehensive  meth¬ 
odology,  directed  toward  developing  a  series 
of  economic  models,  to  better  understand  and 
therefore  Improve  the  Navy's  resource  al¬ 
location  process.  The  long-term  effects  of 
today's  policy  decisions  can  become  bettor 
understood  through  such  methodology. 

In  the  past  20  years,  while  the  real 
purchasing  power  of  the  Navy  budgets  has  held 
essentially  constant,  both  unit  size  and  unit 
complexity  have  increased.  Ships  have  grown  in 
size  and  complexity  (because  of  technology, 
automation,  etc.)  almost  6  percent  per  year. 
Aircraft  have  grown  in  weight  and  complexity 
(skills,  displays,  automation)  at  an  even 
higher  rate.  Unless  budgets  grow  as  fast  as 
unit  cost,  force  levels  must  decline.  Rises  in 
unit  costs  will  be  hard  to  reverse  for  they 
reflect,  at  least  partly,  efficiencies  in  the 
evolution  of  weapon  systems.  Just  as  air¬ 
liners,  trucks,  and  cargo  ships  have  become 
larger  and  more  complex  for  economic  reasons, 
so  we  might  expect  weapon  systems  to  reflect 
the  same  evolutionary  pressure. 

With  increased  size  comes  more  efficient 
production  through  economic  returns  to  scale. 
Automation,  while  Increasing  complexity, 
yields  manpower  savings  through  reduced  crew 
requirements.  Larger  units  cost  less  per  ton 
to  maintain,  overhaul,  and  operate.  Therefore, 
size  and  complexity  will  probably  continue  to 
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grow  despite  the  possible  advantages  of  dis¬ 
persion  and  deployment  associated  with  smaller 
units . 

The  NAVRESDYN  approach  Involves  deter¬ 
mining  a  historic  relationship  between  overall 
Navy  ownership  budgets  (or  fund  flows)  and  the 
stock  of  weapon  assets  in  the  Inventory  de¬ 
manding  those  flows.  These  historical  rela¬ 
tionships  can  help  predict  future  ownership 
needs,  and  this  can  be  accomplished  inde¬ 
pendently  of  detailed  project-by-project 
summation. 

Any  budget  plan  can  be  separated  into  two 
major  categories--funds  committed  and  funds 
not  committed.  Broadly  defined,  committed 
resources  are  those  required  to  "own"  existing 
forces.  Personnel  compensation,  fleet  main¬ 
tenance,  and  facility  repair,  are  examples.  To 
estimate  the  committei  resources  in  future 
budgets,  one  must  define  and  understand  the 
relationships  between  the  committed  portions 
of  the  budget  and  the  force  levels  that  re¬ 
quire  the  commitments.  These  committed  re¬ 
sources  are  projected  forward,  and  then  un¬ 
committed  resources  for  each  future  period  are 
estimated  as  the  difference  between  projected 
fiscal  levels  (budgets)  and  the  committed 
resource  needs.  Tills  starting  point  .an  he 
defined  as  "determining  the  cost  of  owner¬ 
ship,"  as  it  acknowledges  the  need  to  operate 
and  maintain  existing  systems  at  some 
reasonable  level  ot  readiness. 

let  errai  ring  and  predicting  such,  iwnershlp 
costs  is  not  a  ; rtvla.  tas^.  it  r. quires  de¬ 
veloping  an  understanding  lor  the  t  >tjl  Navy 
resource  allocation  process,  including  the 
effects  of  changes  ,n  nssets,  support  of  those 
assets,  and  the  resulting  readiness,  opera¬ 
ting,  ma  1  n t erani  e  ,  and  manpower  policies  and 
their  Impact  on  costs  and  readiness,  md  even 
system.it  ic  pt  ogrammi  ng  eriors.  Intelligent 
planning  requires  analyzing  past  resource  and 
readiness  trends,  developing  relationships 
oased  on  those  past  trends,  md  Incorporating 
them  into  the  dynamic  mode  to  influence  future 
resource  allocations  intelligently. 

The  basic  premises  for  the  Resource 
Dynamics  approach  are:  (1)  that  funding  avail¬ 
able  over  the  planning  horizon  oust  be  allo¬ 
cated  to  research  and  development  (R&D),  to 
procurement,  or  to  ownership;  (2)  that  accumu¬ 
lated  assets  determine  required  ownership 
costs;  (3)  that  required  ownership  costs  can 
be  Influenced  through  R&D-funded-and-designed 
Improvements,  (e.g.,  decreased  failure  rates. 
Increased  fuel  efficiencies);  (A)  R&D  and  pro¬ 
curement  are  the  residual  annual  fundings  that 
remain  after  necessary  ownership  costa  are 
funded  (required  only  if  budgets  are  con¬ 
strained  by  some  upper  limit);  and  (3)  force 


readiness  deteriorates  if  required  ownership 
costs  are  not  fully  funded. 

Stated  another  way  (and  referring  to 
figure  5),  the  quantity  and  quality  of  asset 
stocks  determine  ownership  fund  flow  require¬ 
ments.  Quantity  depends  largely  on  buys  and 
retirements;  quality  can  be  Influenced  by  R&D 
expenditures. 

The  model  can  be  run  in  either  of  two 
moces:  "fiscal  constraint"  or  "force  level." 
In  the  fiscal  constraint  mode,  ownership  coats 
plus  R&D  when  deducted  from  the  (constrained) 
fiscal  level  provided,  determine  the  procure¬ 
ment  residuals  that  augment  the  asset  stocks. 
Procurements,  as  they  accumulate,  lead  to 
asset  levels,  which  determine  ownership  re¬ 
quirements;  these  in  turn,  lead  to  future  pro¬ 
curements,  given  future  fiscal  constraints. 

This  circularity  can  be  broken  in  one  of 
two  ways:  (1)  Either  more  funding  is  provided, 
so  that  both  acquisition  and  support  can  in¬ 
crease,  or  (2)  support  can  be  uncer-f unded  so 
that  acquisition  can  accelerate.  But  the 
latter  leads  to  reduced  readiness  of  the  re¬ 
quired  forces,  to  larger  force  levels,  and, 
therefore,  to  greater  ownership  requirements 
downstream.  The  circularity  is  illustrated  In 
figure  5. 


hxure  5 


! 

i 

If  the  model  is  run  in  the  "force  level" 
mode,  wherein  procurements  are  not  residuals 
but  are,  rather,  predetermined  by  fleet  re¬ 
quirements,  then  the  budget,  instead  of  being 
an  input,  as  it  is  under  the  fiscal  constraint 
mode,  becomes  an  output  of  the  model.  It  Is 
the  sum  of  acquisition  requirements  plus 
ownership  requirements. 
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The  "stocks-f lows"  logic  embedded  in 
figure  5  is  fundametal  to  the  study  of  sys¬ 

tems,  and  the  Navy's  resource  allocation  sys¬ 
tem  is  no  exception.  The  figure  shows  one 
(annual)  iteration,  which  can  be  described 

through  a  system  of  (difference)  equations 

wherein  the  system  states,  controls,  and  out¬ 
puts  at  one  point  in  time  (t),  are  dependent 

on  only:  (1)  its  states  one  time  period  ear¬ 
lier  ( t— 1 ) ;  (2)  the  controls  (budgets)  applied 
between  the  two  time  points;  (3)  the  param¬ 
eters  (or  constraints)  of  the  system. 

In  the  figure,  the  "states"  of  the  system 
are  the  asset  stock  and  the  cumulated  own¬ 
ership  shortfall;  the  "controls"  are  the  in¬ 
activation  rate  and  the  budget  flows  (which 
evolve  from  the  operating/maintenance/manning 
policies);  the  "parameters"  are  the  force 
characteristics  plus  all  the  constants  used  in 
the  relationships  between  variables  (for  each 
arrow  in  the  figure  is  a  relationship  which 
must  be  derived  statistically). 

The  "force  characteristics"  are  deter¬ 
mined  by  numerous  ownership  costs,  such  as 
maintenance  costs  per  unit,  manpower  require¬ 
ments  per  ton,  fuel  use  per  ton  per  hour, 
overhaul  costs  per  unit,  etc.,  most  of  which 
can  be  affected  through  proper  design  im¬ 
provements,  meaning  increases  in  RSD 
expenditures. 

Finally,  the  "output"  shown  is  the  number 
of  ships  and  the  readiness  decay  measure, 
though  any  variable  can  be  printed  as  an 
"output."  Certainly,  budget  flows  are  all 
candidates . 

Some  highly  simplified  sample  "difference 
equations"  representing  this  figure  are  the 
mathematical  equivalents  of  the  following 
statements : 

•  The  assets  (A)  at  time  T  equal  the 

assets  at  T-l  plus  the  procurement 

flow  (P)  minus  the  inactivation  rate 

(I) 

A(T)  =  A(T-l)  +  P(T-1,T)  -  I(T- 1  ,T) 

•  Maintenance  (M)  at  time  T  equals 

assets  at  T  times  the  maintenance 

parameter  (MP) 

M(T)  =  A(T)  x  MP 

•  The  R&D  flow  (RD)  equals  a  fixed  frac¬ 
tion  (FF)  of  the  budget  (B) 

RD(T-IT)  =*  FF  x  B(T-l) 

•  Cumulative  ownership  shortfall  (COS) 

at  time  T  equals  Its  value  at  T-l, 


plus  ownership  funds  required  (OFR) 
since  T-l,  minus  ownership  funds  sup¬ 
plied  (OFS)  since  T-l 

COS(T)  =  COS(T-l)  +  OFR  (T-l.T)  - 
0FS(T-1,T) 

The  present  version  of  the  NAVRESDfN  model  has 
over  1,000  such  equations,  though  each  is,  on 
average,  more  complex  than  these  samples. 

The  set  of  difference  equations  repre¬ 
sents  a  single  time  period,  and  the  computer 
iterates  the  model  through  as  many  time  per¬ 
iods  as  required,  calculating  the  value  of  all 
states,  controls,  parameters,  and  outputs  at 
the  first  time  point,  then  tiie  second,  etc., 
until  the  entire  time  horizon  is  "simulated." 

Of  course,  figure  3  gives  an  oversim¬ 
plified  look  at  the  model.  'Assets"  are,  even 
in  the  simplest  form  of  NAVRESUYN,  split,  into 
ships  and  aircraft  assets,  and  each  of  those 
is  disaggregated  by  age  category — 30-year-old 
ships,  29-year-old,  etc.  The  "ownership"  flow 
shown  is  made  up  of  ship  maintenance,  ship 
operations,  ship  manpower,  and  10  or  so  mis¬ 
cellaneous  acounts.  Similarly  for  aircraft. 
Even  some  of  these,  depending  on  their  impor¬ 
tance,  are  further  analyzed  and  disaggregated. 
Ship  maintenance  is  split  into  four  subcate¬ 
gories:  (depot,  intermediate ,  and  organiza¬ 

tional  maintenance  costs  and  replenishment 
spares).  In  all  cases,  the  disaggregation  is 
consistent  with  available  data  and  accounting 
records . 

This  simple  model  becomes  complex  yet 
still  manageable,  giver,  computers  and  dnta- 
based  management  systems,  if  the  following 
considerations  ate  included:  (1)  disag¬ 

gregation  of  force  assets  into  increasingl) 
specific  components,  such  as  aircraft  into 
system  types  (tactical,  warning,  transport, 
etc.)  and  ships  into  categories  (carriers, 
submarines,  logistic,  etc.);  (2)  ownership 
policy  changes  (maintenance  policy  allowing 
more  backlogs,  manning  at  80  percent,  90  per¬ 
cent,  etc.)  and  their  effects  on  resource 
allocations;  (3)  incorporation  of  systematic 
and  predictable  errors  influencing  resource 
allocations  (underestimating  inflation,  over¬ 
estimating  GNP  growth,  etc.);  (4)  analysis  of 
the  effects  of  different  resource  allocation 
schemes  on  "readiness." 

A  note  on  the  "readiness"  direction  of 
the  research  is  appropriate.  Readiness  mea¬ 
sures  are  considered  in  the  form  of  readiness 
"indicators" — overhaul  backlogs,  spare  parts 
shortfalls,  manpower  skill  and  quantity  fac¬ 
tors,  steaming  hours  per  ship,  etc.  Policy¬ 
makers  involved  in  budget  allocations  can 
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influence  success  in  combat  basically  through 
control  of  resources  affecting  such  indi¬ 
cators.  A  task  group  commander  must  ultimately 
be  sure  his  forces  are  "ready"  in  the  more 
traditional  sense  of  operation  or  unit  readi¬ 
ness,  but  he  will  have  an  easier  time  if  pol¬ 
icy  level  resource  sponsors  have  provided 
adequate  levels  of  spares,  training  time, 
manpower,  maintenance,  etc.,  to  the  task  group 
in  the  first  place.  The  hypothesis  is  that  the 
fleet  will  have  higher  material  readiness, 
personnel  readiness,  mission  readiness, 
operational  readiness,  and  fewer  casualties, 
if  resources  allocators  have  monitored  the 
"readiness  indicators"  and  made  intelligent 
allocations  accordingly. 

Having  a  model  that  incorporates  such 
considerations,  one  can  "execute"  a  program 
using  base-case  assumptions.  Figure  6  provides 
a  comparison  of  the  fiscally  constrained  mode 
and  the  force  level  mode,  in  which  the  types 
of  ships  and  aircraft  required  are  given.  The 
fiscal  case  determines  how  many  ships  and 
aircraft  can  be  procured  within  budgets  after 
the  ownership  costs  are  paid.  The  requirements 
case  determines  how  much  it  will  cost  to  buy 
and  own  the  units  planned.  Any  specific  run, 
of  course,  requires  certain  Inputs  in  addition 
to  those  built  into  the  model.  The  fiscal  mode 
requires  knowing  future  budget  growth  as¬ 
sumptions  and  the  procurement  plans,  from 
which  trends  in  the  characteristics  of  future 
systems  bought  with  available  funds  are  de¬ 
rived.  The  force  level  mode  requires  con¬ 
version  of  the  procurement  plans  themselves 
into  direct  inputs.  In  either  case,  many  op¬ 
tions  concerning  ownership  policies  and  as¬ 
sumptions  can  be  tailored,  and  model  para¬ 
meters  can  be  changed. 

In  an  ideal  planning  case,  the  budget 
outputs  of  the  force  level  mode  would  match 
the  budget  constraints  of  the  fiscal  mode.  If 
they  do  not  match,  however,  having  both  allows 
policymakers  to  consider  whether  to:  (1) 
change  fiscal  guidance,  (2)  change  procurement 
plans  or  (3)  Ignore  the  problem  now  and  adjust 
later  by  asking  for  more  funds,  cutting  pro¬ 
curements,  or  both.  Historically,  the  third 
policy  has  resulted  from  default,  because  the 
fiscai-versus-requlrement  comparison  has  not 
been  available. 

Given  a  base  case,  one  can  conduct 
various  "what  if"  exercises.  These  come  in 
various  categories,  including: 

(1)  Budget  changes 

(2)  Price  inflation  changes 

(3)  Changes  to  ship  and  aircraft 
characteristics 

(A)  Changes  to  production  efficiencies 

(3)  Changes  in  the  force  mix 
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By  way  of  demonstration,  figure  7  provides 
a  hypothetical  fiscally  constrained  case  in 
graphic  form.  Figures  8  through  12  provide 
perspective  on  changes  in  selected  variables 
relative  to  their  base-case  values.  Figure  9 
shows  a  slightly  more  comprehensive  sample 
output  for  a  force  mix  "what  if"  example. 
These  should  be  discussed,  at  last  in  broad 
detail . 

The  base  case  (figure  7)  shows  ship,  air¬ 
craft,  fleet  value  (ship  and  aircraft  valued 
at  cost),  and  required  manpower  projections, 
under  a  fiscally  constrained  case.  In  this 
run,  future  ship  and  aircraft  unit  costs  have 
been  assumed  to  grow  at  historic  rates  (5 
to  7  percent)  and  the  Navy  budget  grows,  in 
constant  dollars,  as  shown:  2  percent  In  1981, 
15  percent  in  1982,  7  percent  in  1983,  etc. 
Several  factors  are  noteworthy: 


Figure  7 
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First,  both  ship  and  aircraft  unit  counts 
lag  budget  growth.  This  is  consistent  with  the 
previous  discussion  on  lags,  with  aircraft 
taking  some  2  to  3  years  from  budget  to 
delivery,  and  ships  up  to  8  years. 

Second,  with  ship  and  aircraft  procure¬ 
ment  costs  growing  at  5  to  7  percent  and  bud¬ 
gets  eventually  growing  by  only  1.5  percent, 
units  must  eventually  decline.  Note,  however, 
that  value  continues  to  rise;  each  unit  is  far 
more  "valuable"  than  the  unit  being  replaced. 

Third,  aircraft  units,  lasting  only  15 
years  or  so,  must  decline  much  sooner  than 
ships,  which  last  30  years. 

Fourth,  the  lag  between  budget  growth 
decline  and  unit  count  decline  is  longer  than 
the  normal  budget-to-de 1 i very  lag.  The  reason 
is  that,  within  the  model,  attempts  to  avoid 
fleet  decline  in  numbers  feed  back  as  a  policy 
to  retain  units  beyond  their  normal  service 
life.  But  that  practice  ages  the  fleet  and 
eventually  leads  to  higher  maintenance  costs 
and  accelerated  declines. 

Filth,  manpower  continues  to  increase 
beyond  the  decline  in  fleet  units,  because 
fleet  value  continues  to  grow. 

Finally,  the  eventual  manpower  decline 
occurs  because  of  manpower  efficiencies  asso¬ 
ciated  with  the  more  cosCly--but  more  auto¬ 
mated — units  and  because  of  the  movement  of 
more  of  the  budget  toward  ownership  accounts, 
as  a  consequence  of  the  increasing  value  of 
the  fleet;  fleet  asset  growth  is  therefore 
slowed • 

With  this  base  case  for  reference,  vari¬ 
ous  excursions  can  be  explored.  In  figures  8 
and  9,  budget  sensitivity  questions  are  posed. 

Figure  8  asks,  "What  if  budgets  grow 
1  percent  less,  each  year  than  planned?" 
There,  It  Is  seen  that  (after  a  considerable 
lag),  the  number  of  ship  units  declines  by 
8  percent  in  the  year  2000,  compared  with  the 
base  case,  and  15  percent  in  2010,  etc. 

In  figure  9,  only  one  budget  is  changed; 
that  is,  the  1982  growth  rate  Is  7  percent 
Instead  of  15  percent.  This  has  a  major 
impact,  since  every  year's  budget  thereafter 
must  grow  from  this  lower  base.  Here  a  more 
comprehensive  output  is  provided  to  show  some 
representative  outputs  available. 

in  figure  10,  relative  price  changes  are 
explored.  Here,  the  question  Is  "What  if  mili¬ 
tary  compensation  must  grow  4  percent  faster 
than  inflation?"  instead  of  the  2  percent 
assumed  in  the  base  case.  A  7  percent  decline 
in  ships  for  the  year  2000  occurs  as  the  bud¬ 
get  for  pay  grows  by  30  percent,  and  less 
remains  for  procurement. 
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In  figure  11,  aircraft  production  rates 
are  Initially  doubled,  causing  production 
efficiencies  to  occur,  which  provide  more 
aircraft  relative  to  ships,  and  eventually 
cause  aircraft  production  to  be  reduced  to 
levels  merging  with  the  base  case  about  the 
year  2020.  This  case  Is  Intended  to  show  the 
effects  of  increased  efficiency  in  production 
processes . 
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Finally,  figure  12  shows  the  "What  If  the 
force  mix  is  changed?"  example,  where  a  total 
shift  to  a  VSTOL  tactical  air  force  is  pro¬ 
grammed.  This  case  Is  Interesting,  because  the 
VSTOL  force  can  operate  from  smaller,  less 
costly  carriers,  and  the  Navy  can,  presumably, 
save  money  which  can  be  Invested  In  more 
ships.  Ill  actuality,  however,  a  counter¬ 
intuitive  decline  in  numbers  takes  place. 
There  are  several  reasons.  First,  VSTOL  air¬ 
craft  cost  more  per  unit  for  equivalent  capa¬ 
bility.  Second,  their  maintenance  costs  (com¬ 
pare  the  "aircraft  maintenance"  budgets)  are 
considerably  higher.  Third,  the  smaller  ships 
are  less  efficient  in  manpower  and  fuel,  on  a 
per-ton  basis;  consequently,  proportionately 
more  money  is  required  for  ownership.  Further, 
VSTOL-capable  ships  other  than  aircraft  car¬ 
riers  cost  more  than  their  non-VSTOL-capable 
predecessors.  These  types  of  results,  natural 
In  feedback  models,  are  unlikely  to  be  in¬ 
corporated  in  a  static  (open  system)  approach 
to  planning. 

STATISTICAL  ANALYSES  SUPPORTING  THE  MODEL 

Model  outputs  are,  of  course,  largely 
dependent  on  the  accuracy  of  model  parameters 
and  on  the  functional  forms  relating  the 
variables.  Of  the  many  statistical  explo¬ 
rations  conducted  to  date,  only  a  handful  of 
examples  can  be  cited  here.  Typically,  a  crude 


statistical  analysis  is  performed  to  obtain 
model  relationships,  and,  after  the  trodel  is 
tested  for  the  sensitivity  of  the  relevant 
parameters,  more  detailed  statistical  studies 
are  conducted  on  the  parameters  that  are  most 
sensitive. 
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Regarding  fleet  units  and  their  char¬ 
acteristics,  analyses  have  been  conducted  Into 
trends  In  size  in  cost  per  ton,  trends  in 
asset  levels  on  crew  requirements  per  dollar 
of  asset  value,  generating  capacity  per  unit 
of  propulsion  power,  and  carrying  capacity  per 
ton . 

For  example,  over  the  past  20  years, 
ships  have  grown  about  3  percent  per  year  in 
size  and  2.7  percent  in  cost  per  ton  (constant 
dollars).  Aircraft  unit  costs  have  grown  about 
7  percent  per  year  (reference  4).  Ship  costs 
per  ton  have  approximately  matched  the  growth 
in  generating  capacity  per  ton  (reference  6). 
Afloat  manpower  per  dollar  of  asset  value  has 
declined  some  3  percent  per  year  (reference  5) 
and,  If  one  Inspects  budget  trends,  this  has 
resulted  In  lower  fractions  going  to  military 
pay — from  23  percent  In  1972  to  only  14  per¬ 
cent  In  1982 — contrary  to  the  popular  opinion 
that  manpower  costs  are  growing  exorbitantly. 

An  analysis  of  the  last  1,250  ships  built 
shows  that  some  25  percent  of  the  units 
undergo  major  conversions,  and  when  they  are 
converted,  some  50  percent  of  their  Initial 
value  must  be  budgeted  to  accomplish  the  con¬ 
version  (reference  7).  Such  data  is  Incor¬ 
porated  into  the  model  to  allow  for  adjustment 
of  fleet  age  (units  are  renovated  when  con¬ 
verted)  and  changes  In  manpower  and  complexity 
factors. 

The  ownership  costs  associated  with  fleet 
units  have  been  analyzed.  Aircraft  maintenance 
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costs  are  some  6  percent  of  aircraft  as'et 
value  overall  but  must  be  disaggregated  into 
fixed-wing,  VSTOL,  and  rotary-wing.  Aircraft 
maintenance  varies  only  slightly  with  the  age 
of  the  aircraft  series,  largely  because  the 
aircraft  modernization  program  keeps  aircraft 
very  near  their  new  condition  (reference  9). 
Aircraft  operating  costs  are  determined  as 
functions  of  aircraft  weight  and  thrust /wei ght 
ratios  (reference  8).  Ship  maintenance  is 
determined  to  require  overall  about  A  percent 
of  ship  value  and,  of  course,  varies  from  type 
to  type  (reference  10).  Ship  fuel  costs  are 
determined  to  rise  with  horsepower,  tonnage, 
and  generating  capacity,  but  a  10  percent 
increase  in  each  leads  to  only  3  percent,  2 
percent,  and  1  percent  increases  in  fuel 
(i.e.,  elasticities  are  0.3,  0.2,  and  0.1  re¬ 
spectively).  (See  reference  13.)  Analysis  of 
aircraft  fuel  use  required  division  of  air¬ 
craft  into  three  categories  (reference  8). 
Manpower  costs  ashore  are  inversely  related  to 
those  at  sea,  with  20  percent  elasticity.  This 
means  that  each  1,000-man  reduction  at  sea  has 
been  offset  by  a  200-man  increase  ashore — 
still  a  saving,  however.  The  manpower  ashore 
factors  were  made  more  explicit  by  a  related 
analysis  (reference  3),  typical  of  the  "start 
rough,  then  smooth"  statistical  philosophy  of 
the  Resource  Dynamics  project. 

Other  analyses  included  studies  of 
various  budget  categories  not  directly  asso¬ 
ciated  with  ships  or  aircraft  (reference  12), 
such  as  fractions  of  the  budget  required  for 
base  operating  support,  for  medical  support, 
for  geophysical  explorations,  and  for  about  25 
other  such  categories.  Trends  In  skill  levels 
by  ship  type  ongoing  in  pay  per  person  by  ship 
type  (reference  11)  become  Incorporated. 
Leaseback  budgets,  the  funding  required  to 
lease  civilian-manned  logistic  ships,  are 
increased  with  declines  in  the  ratio  of  Navy 
logistic  tonnage  to  combat  tonnage  (reference 
14). 


CONCLUSION 

The  statistical  analyses,  when  combined 
with  the  logic  of  stocks  and  flows  in  a  feed¬ 
back  system  model,  provide  one  means  of  at 
least  partly  overcoming  the  political 
realities  and  budget  complexities  of  the  FPBS 
process.  A  Resource  Dynamics  approach,  with 
historical  knowledge  built  into  a  computer 
model,  makes  possible  realistic  projections  of 
either  the  costs  of  a  desired  fleet  or 
projections  of  a  likely  fleet  given  resource 
constraints.  Rapid  "what  If"  excursions  around 
the  resulting  base  cases  make  realistic 
"policy  analysis"  feasible,  within  available 
time  frames  and  without  involving  too  many 
people — a  fact  which  makes  it  politically 


possible  to  explore  even  sensitive  options.  As 
the  model  Improves  its  disaggregation  process, 
more  accuracy  will  result,  as  readiness  decay 
factors  are  related  to  shortfalls  in  manpower, 
maintenance,  and  operations  funding,  trade¬ 
offs  between  procurement  and  readiness  can  be 
explored.  The  model,  already  proving  useful, 
should  become  more  so. 
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both  quantity  and  quality?  In  a  nutal 
these  three  factors  are  the  essence  of 
Mission  Area  Analysis  program. 


Colonel  James  B.  Donahoe,  USAF 

Chief.  Capability  Assessment  Division 
(AF/XOXIM)  \ 


Few  people  really  realize  the  scope  and 
complexity  of  building  a  Program  Objective 
Memorandum  (POM)  or  budget  for  one  of  the 
military  services.  However,  everyone  has  at 
least  one  "pet  program"  which  they  can  discuss 
ln-depth,  and  they  can  argue  eloquently  for 
their  position  on  expansion,  termination, 
acceleration  or  drawdown.  Beyond  this  "pet 
program"  there's  rarely  any  thought  to  the 
myriad  areas  which  must  also  be  considered: 
KAD,  base  operations,  military  construction, 
force  sizing,  support  requirements,  etc.  Not 
only  must  you  consider  these  factors,  but  you 
also  have  to  prioritize  them  from  most?  dear  to 
least  dear.  Available  dollars  are  limited,  and 
you  have  to  make  these  tough  decisions  if  you 
are  to  stay  within  your  budget,  keep 
your  forces  operating,  and  maximize  combat 
capability. 


How  would  you  prioritize  the  hundreds  of 
programs  that  constitute  a  five-year  defense 
plan  for  a  service?  What  criteria  would  you 
use — cost,  current  risk  of  warfare,  deterrent 
value,  technological  risk,  or  contribution  to 
warfighting  capability  (certainly  an  important 
factor)?  And,  if  warfighting  contribution  is 
primary,  how  would  you  assess  it — now  and  In 
the  future?  To  answer  this  last  question  and 
assist  in  the  decision-making  process,  the  Air 
Force  has  developed,  expanded,  and  refined  a 
tool  called  Mission  Area  Analysis. 


Air  Force  Wide  Mission  Area  Analysis 
(AFWMAA)  is  a  macro  systems  analysis  used  to 
measure  USAF  combat  capability  in  four  major 
mission  areas:  strategic  offense,  strategic 
defense,  force  projection,  and  theater  war¬ 
fare.  The  process  compares  friendly  and  enemy 
forces  over  the  next  15  years,  assesses  con¬ 
tributions  of  Individual  programs,  identifies 
chokepoints  and  limitations  in  the  system,  and 
prioritizes  needs  to  Improve  capabilitij*^ 

How  does  It  work?  First,  last,  and 
always,  AFWMAA  is  a  logic  process.  Warfighting 
assessments  are  based  on  evaluation  of  three 
essential  elements:  (1)  Objectives:  What  do  we 
want  to  do?  (2)  Threat:  Who  Is  the  enemy  and 
what  are  his  capabilities?  and  (3)  Capa¬ 
bilities:  What  are  our  resources  in  terras  of 


The  distinguishing  factor  in  AFWMAi 
its  emphasis  on  the  "total  system."  It  1 
at  both  force  structure  and  the  support  f 
tions  necessary  to  produce  real  combat  c 
bility.  For  example,  if  you  have  a  ramp 
of  fighters  but  do  not  have  adequate  munit 
spare  parts,  fuel,  or  C3,  you  really  do 
have  an  effective  fighting  force. 

A  major  by-product  of  this  process 
elimination  of  double  counting.  By  looking 
global  scenarios  we  quickly  identify  cri 
targeting  or  over-commitment  of  resources, 
example,  aerial  refueling  is  used  by  si 
teglc,  tactical,  and  airlift  forces.  Plat 
In  isolation,  these  forces  could  easily  as) 
unlimited  aerial  refueling  Support.  Howei 
in  the  global  sense,  AFWMAA  will  apply 
sources  to  the  highest  priority  missions 
then  degrade  capability  when  the  resource 
longer  exists. 

Perhaps  the  most  important  aspect 
AFWMAA  is  its  role  as  an  "honest  broke 
Unlike  advocates  who  often  "sell"  weapon  ■ 
terns  and  support  functions,  the  AFWMAA  a 
lysts  are  charged  to  call  a  spade  a  spade- 
do  an  honest  evaluation  and  let  the  chips  1 
where  they  may.  These  assessments  are  provl 
directly  to  the  Ait  Force  Board  Structure 
use  in  prioritizing  and  funding  programs. 

Our  non-advocacy  evaluations  have  a  c 
mon  measure  of  merit  across  all  mission  are 
and  are  invaluable  to  the  Board  Structure 
their  prioritization  decisions. 

METHODOLOGY 

Air  Force  Wide  Mission  Area  Analy 
(AFWMAA)  is  a  computer  model  based  on  a  hi 
archical,  multi-objective  tree  structu 
Three  distinct  actions  are  involved  in 
computational  process: 

(1)  Establishing  and  prioritizing  the 
jective.  Threat  data  is  matched  w 
tasks  to  be  accomplished. 

(2)  Computing  capability  of  various  wea 
systems  to  perform  the  required  tas' 
This  includes  both  quantity  and  qu 
lty  factors. 

(3)  Matching  available  capability  to  p 
oritized  tasklngs.  The  output  id 
tifles  shortfalls,  limitations, 
sensitivities. 


The  hardest  part  of  the  entire 
process  Is  developing  and  articulating 
objectives  in  a  logical  format.  The 
Defense  Guidance  provides  the  foun¬ 
dation  for  what  has  to  be  done.  How¬ 
ever,  the  guidance  is  usually  cast  in 
very  broad  or  abstract  terms.  For 
example,  statements  such  as  "Deter 
aggression..."  or  "Inflict  unaccept¬ 
able  level  of  damage..."  offer  few 
clues  to  the  number  of  aircraft,  mis¬ 
siles,  munitions,  etc.  required  to 
carry  out  the  guidance.  To  convert  the 
general  guidance  to  specific  tasks,  we 
work  with  the  Commander's  staff 
charged  with  a  specific  mission  (e.g., 
CINCSAC  for  strategic  offense,  etc.). 
With  the  Commander's  staff,  we  look  at 
possible  scenarios,  such  as  full  gen¬ 
eration  and  day-to-day  alert  status. 
From  there,  we  progress  to  possible 
conditions  of  war  and  broad  target 
types,  working  down  to  specific  num¬ 
bers  of  targets. 

At  each  level  of  this  multi-objective 
tree,  the  Commander's  staff  assigns  relative 
importance  for  achieving  each  task.  At  the 
bottom  of  the  tree,  we  then  have  a  very  large 
list  of  tasks,  in  priority  order,  which  must 
be  accomplished  to  meet  the  original  guidance. 
Specific  targets  identified  In  this  process 
may  be  only  a  fraction  of  the  total  target 
base.  But  It  is  the  number  which,  in  the  Com¬ 
mander's  estimation,  must  be  destroyed  to 
satisfy  the  Defense  Guidance  with  a  "rea¬ 
sonable  assurance  of  success.  (SLIDE  1] 
outlines  the  flow  of  this  process. 
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Once  objectives  have  been  established,  we 
begin  the  capability  computations.  In  this 
phase,  we  look  at  all  systems  available  to 


perform  the  objective  tasks.  For  example,  in 
the  Strategic  Offense  mission  area,  we  would 
look  at  bombers  (B-52,  B-l,  FB-1U)  and  mis¬ 
siles  (Minuteraan  Il/III,  MX,  4LCM,  SLBM).  For 
each  of  these  systems  we  then  evaluate  all  the 
factors  that  determine  the  effectiveness  of  a 
system  (force  size,  survivability,  penetra¬ 
tion,  probability,  and  weapon  effectiveness, 
as  well  as  logistics,  aerial  refueling,  C3, 
and  other  necessary  support.  Many  of  these 
factors  (such  as  C3>  already  have  extensive 
models;  these  are  incorporated  into  the  major 
models.  In  short,  we  compute  the  number  of 
sorties  available  from  each  system,  the 
quality  (damage  expectancy)  of  those  sorties, 
and  the  support  necessary  to  operate  the 
sortie. 

The  final  step  matches  capability  to 
tasks.  At  this  point,  we  have  a  priori  rized 
list  of  tasks  to  accomplish  and  a  large  number 
of  sorties  available.  Using  computer  models  Lo 
keep  tracK.  of  resources  used  and  targets  de¬ 
stroyed,  we  begin  assigning  the  most  capable, 
sorties  to  the  hlghest-pricrity  tasks.  Pri¬ 
ority  is  a  function  of  deficit  times  impor¬ 
tance.  As  resources  are  applied  against  a 
certain  task,  the  deficit  decreases,  resulting 
In  a  lowering  of  the  priority.  As  the  priority 
drops,  another  task  becomes  of  first  priority, 
and  resources  (sorties )  are  diverted  to  take 
care  cf  it.  When  all  resources  have  been  used, 
we  measure  the  lumber  of  targets  destroyed 
versus  the  original  objective.  Capability  can 
then  be  expressed  in  percentage  terms  for  each 
task.  The  audit  trail  for  this  process  is 
clear  and  reproducible.  Once,  we  find  that 
capability  is  less  than  100  percent,  the 
models  trace  factors  whicn  limit  capability 
and  determine  their  sensitivity.  This  com¬ 
putation  is  done  for  a  fixed  point  in  time.  By 
building  several  of  these  models  and  aging 
both  friendly  and  enemy  forces,  we  can  see 
capability  trends  over  time.  [SLrDE  2]  por¬ 
trays  the  process  described  above. 

The  chart  shows  the  logic  for  computing 
capability  for  a  single  task  or  objective-  But 
not  all  tasks  are  equal  in  importance.  A 
simple  averaging  of  task  capabilities  would 
give  a  false  impression  of  our  overall  capa¬ 
bilities  In  a  major  mission  area.  To  overcome 
this  limitation,  we  often  use  weighted  aver¬ 
ages  to  integrate  both  capability  and  impor¬ 
tance.  The  weighted  average  gives  a  clearer 
picture  of  overall  capability  and  does  not 
allow  either  the  best  or  worst  cases  to  drive 
the  final  answer.  The  process  may  identify  a 
low  capability  in  one  area.  But  if  that  area 
Is  relatively  unimportant  (a  point  often  over¬ 
looked  in  "disaster"  brieflbgs),  why  use 
extensive  resources  to  fix  It? 

At  this  point,  we  have  weighted  average 
capabilities  for  each  of  the  four  mission 
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areas.  But  this  doesn't  answer  the  age-old 

argument  of  "My  fighters  are  better  than  your 
bombers,"  "My  munitions  are  more  important 
than  your  C3"...  ad  nauseam.  To  answer  the 
really  tough  questions,  we  have  to  have  a 

common  measure  of  merit  across  the  mission 

areas.  To  promote  this  commonality  we  have 

similar  logic  structures  and  capability  com¬ 
putations  across  the  four  major  mission  areas. 
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In  the  final  step,  we  ask  the  Air  Force 
Council  for  its  Judgment  on  the  "relative 
Importance  of  improving  capability  across  the 
four  mission  areas."  With  these  Inputs,  we  can 
perform  a  calculation  to  produce  a  weighted 
average  capability  for  the  entire  Air  Force. 
The  resultant  number  in  itself  is  not  really 
meaningful.  It  does  not  tell  whether  you  win 
or  lose  in  a  war.  It  represents  only  the  per¬ 
centage  of  what  you  can  accomplish  in  meeting 
the  original  guidance  to  "Inflict  unacceptable 
level  of  damage..."  etc.  What  Is  important, 
though,  is  that  we  now  have  a  "peg  point" 
(representing  the  state  of  our  current  or 
projected  forces)  from  which  to  measure 
changes  to  the  system.  Any  change  to  the 
threat  or  our  forces  (programs,  strategies,  or 
tactics)  will  move  this  "peg  point"  by  some 
measurable  amount, 

MARGINAL  ANALYSIS 

During  the  POM  process,  the  Air  Force 
uses  Program  Decision  Packages  (PDPs),  to  add, 
continue,  modify,  or  delete  programs.  These 
PDPs  cover  the  spectrum  of  USAF  activities'. 
RAD,  personnel,  family  housing,  major  weapon 
systems,  aircraft  modification,  procurement, 
support  activities,  etc.  Many  of  these  have  a 
direct  impact  on  warfighting  capability  and 
are  assessed  through  the  AFWMAA  process. 


Beginning  with  the  methodology  previously 
described,  we  do  a  baseline  analysis.  This 
analysis  identifies  and  prioritizes  every 
limiting  factor  affecting  warfighting  capa¬ 
bility;  thousands  of  Items  are  listed.  As  each 
PDP  comes  in,  we  assess  it  to  determine  which 
limiting  factors  it  will  help  and  how  much. 
For  example,  will  this  program  improve  B-52 
penetration  of  Soviet  defenses?  How  much  (ex¬ 
pressed  in  probability  terms)?  How  long  will 
it  help?  Will  the  threat  eventually  overcome 
it?  Obviously,  this  Is  a  time-consuming  pro¬ 
cess  but  well  worth  it.  When  completed,  we 
have  a  far  better  understanding  of  what  is 
available  for  Investment. 

When  we  know  tlvs  contribution  of  each  PDP 
and  what  it  affec.s  (e.g.,  improves  B-52 
penetration  by  15  percent),  we  plug  the  new 
factors  into  the  model,  rerun  it,  and  measure 
it  against  the  old  "peg  point."  This  com¬ 
parison  provides  a  delta  increase  In  capa¬ 
bility  for  a  single  charge  to  the  system.  We 
repeat  this  process  independently  for  each  PDP 
assessed . 

At  this  point,  we  have  a  general  feel  for 
the  contributions  of  each  PDP.  But  this  is 
only  part  of  the  story.  If  Program  A  offers  a 
80  percent  improvement  In  capability,  and 
alternative  B  promises  an  8C  percent  im¬ 
provement,  we  will  probably  not  achieve  a  140 
percent  improvement  in  capability  by  buying 
both  programs.  To  ensure  presentation  of  a 
realistic  picture  of  contributions,  we  often 
do  sensitivity  analysis  on  blocks  of  several 
programs.  These  runs  also  help  Identify  areas 
of  synergy  (e.g.,  matching  preferred  munitions 
with  increased  sortie  rates). 

When  complete,  the  results  show  the  mar¬ 
ginal  improvement  In  capability — even  for 
systems  that  cross  mission  areas,  such  as 
aerial  refueling  (strategic,  tactical,  and 
airlift  forces).  As  a  product  of  this  exer¬ 
cise,  each  PDP  considered  in  the  MAA  process 
is  assessed  for  its  capability  contribution  by 
year  over  time.  This  assessment  is  based  on 
delivered  forces,  which  are  a  function  of 
funding  profiles  and  procurement  lead  time. 
For  example,  1983  capability  for  the  B-l  is 
shown  as  0  percent  and  would  increase  only  as 
the  Inventory  builds  with  scheduled  delivery 
dates.  Capability  Is  probably  at  Its  peak  upon 
delivery  of  the  final  aircraft  and  then  de¬ 
grades  slowly  as  Red  forces  develop  counter¬ 
measures  and/or  Improve  defenses. 

When  all  applicable  PDPs  have  heen  as¬ 
sessed,  they  are  rank -ordered  according  to 
their  overall  contributions  to  Air  Force  war- 
fighting  capability.  Now  the  real  world 
enters.  Thus  far,  the  process  has  looked  at 
capability  only,  without  regard  to  cost,  pos¬ 
sible  delays  In  technological  development, 


etc.  Decision  makers  may  find  that  PDPs  with 
high  payoffs  in  capability  may  not  be  afford¬ 
able — or  several  lower-ranking  PDPs  can  be 
bought  at  less  cost  (and  sum  to  greater  capa¬ 
bility)  than  a  single  high-payoff  PDP.  These 
are  considerations  which  decision  makers  must 
evaluate  in  their  final  prioritization  of  the 
budget.  Capability  contributions  are  simply 
one  more  (albeit  important)  factor  to  con¬ 
sider,  along  with  cost,  risk,  deterrence,  and 
morale . 

USE  IN  THE  POM 

The  Air  Force  began  development  and  use 
of  Air  Force  Wide  Mission  Area  Analysis 
(AFWMAA)  in  1977.  originally,  AFWMAA  was  de¬ 
signed  only  to  evaluate  the  first  year  of  the 
POM  and  identify  priority  needs  for  the  fu¬ 
ture.  Over  time,  the  methodology  has  been  en¬ 
hanced  to  do  macro  systems  analysis,  identify 
chokepoluts/limitations,  and  perform  marginal 
analysis  of  force  s t ruct  ire/support  systems. 
With  these  enhancements.  AFWMAA  now  plays  an 
Integral  roLo  in  USAF  POM  and  budget  develop¬ 
ment  activities. 

Our  participation  begins  when  we  complete 
the  annual  rebuilding  of  our  computer  models. 
This  annual  rebuilding  incorporates  any 
changes  in  national  guidance,  warfighting  ob¬ 
jectives,  threat  levels,  or  model  enhance¬ 
ments.  When  the  models  are  complete,  we 
perform  a  baseline  analysis,  which  Identifies 
and  prioritizes  all  limiting  factors  in  our 
warfighting  scenarios. 

Armed  with  the  insights  gained  from  model 
development  and  capability  assessment,  AFWMAA 
provides  advice  to  all  levels  of  the  Air  Force 
Board  Structure.  The  AFWMAA  analysts  work  di¬ 
rectly  with  the  Panels  (each  headed  by  a  col¬ 
onel)  associated  with  their  respective  mission 
areas:  strategic  offense,  C3,  mobility,  war 
readiness  materiel,  etc.  The  analysts  brief  on 
PDP  contributions,  mission  )»oals,  macro  sys¬ 
tems  operations  ( chokepo in t s/  limitations), 
threat  data,  and  relationship  of  other  PDFs. 
(Many  line  Items,  such  as  munitions,  may  have 
similar  capabilities.) 

The  Division  Chief  and  Deputy  Chief  serve 
as  full-time  advisors  to  the  Program  Review 
Committee  (PRC)  and  Force  Structure  Committee 
(FSC).  Both  groups  are  chaired  by  a  brigadier 
general.  The  PRC  takes  recommendations  from 
panels  whLch  are  mission-specific  and  builds 
a  complete  funding  list  for  the  Air  Force.  The 
ability  of  AFWMAA  to  look  across  mission  areas 
and  prioritize  warfighting  PDPs  into  a  single 
list  is  Invaluable  at  this  level.  The  analysts 
provide  the  same  services  to  the  PRC  and  FSC 
as  they  gave  to  the  panels.  For  the  Air  Staff 
Board  (chaired  by  a  major  general)  and  the  Air 


Force  Council  (chaired  by  a  generaj),  AFWMAA 
advises  and  briefs  when  the  subject  under  dis¬ 
cussion  affects  warfighting  capability.  After 
the  POM,  Issues,  and  Budget  cycles,  AFWMAA  is 
tasked  to  provide  the  Board  Structure  with  an 
independent  analysis  of  (1)  areas  with  excess 
capabilities,  and  (2)  problem  areas  still  re¬ 
maining.  The  goal  of  this  final  review  is  to 
make  sure  we  have  achieved  maximum  combat  ca¬ 
pability  within  budgetary  limits. 

SUMMARY 

Like  any  analysis,  AFWMAA  has  both  pluses 
and  minuses.  After  using  it  in  the  POM  process 
for  the  past  two  years,  we  believe  the  posi¬ 
tive  aspects  far  outweigh  the  negative. 

On  the  negative  side,  there  are  tour 
major  limitations: 

First,  the  mission  area  analysis  pro¬ 
cess  is  scenario-dependent.  If  we  fol¬ 
low  national  guidance  and  model  con¬ 
flict  in  both  SWA  and  NATO,  you  cannot 
ask  a  "what  if"  tor  use  of  al^  forces 
in  the  NATO  theater  only. 

Second,  our  prioritization  results  are 
not  "the  answer.”  Many  other  factors, 
concrete  and  abstract,  go  into  the 
final  decision. 

Third,  AFWMAA  is  a  macro  analysis.  We 
build  on  test  data  and  previous  stud¬ 
ies  (e.g.,  probability  of  penetration 
for  B-52s)  rather  than  recreate  and 
analyze  each  data  element  . 

Fourth,  we  do  not  model  the  entire  Air 
Force.  Although  many  areas  are  impor¬ 
tant  to  warfighting  capability  (e.g., 
morale  issues)  we  cannot  link  them 
mathematically  to  sortie  effective¬ 
ness.  These  limitations  help  bound  the 
scope  of  our  activities. 

On  the  positive  side,  we've  hardly 
scratched  the  surface  of  what  can  be  done.  For 
the  first  time,  we  have  a  relative  measure  of 
combat  capability.  From  this  "peg  point,"  we 
can  measure  the  marginal  changes  in  capability 
due  to  program  adds,  changes,  or  deletions. 
The  process  Itself  provides  a  clear  and  re¬ 
producible  audit  trail  ol  Input  factors, 
limitations,  and  sensitivities.  Since  we  use  a 
common  logic  structure  across  mission  areas, 
system  changes  can  be  assessed  and  compared 
whether  they  affect  only  one  or  all  major 
mission  areas. 

The  introduction  and  use  of  AFWMAA  has 
done  much  to  strengthen  the  role  of  planning 
the  PPBS.  As  a  logic  process.  It  forces  us  to 
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state  our  objectives  clearly  and  decide  on 
their  relative  Importance.  With  these  objec¬ 
tives.  we  can  then  assess  how  productive  pro¬ 
grams  are  In  meeting  prioritized  goals.  For 
planners,  this  process  is  often  more  important 
than  the  numbers  produced. 

Also,  for  the  first  time,  we  have  a  macro 
analysis  cool  to  look  at  how  the  entire  system 
works  as  an  entity.  The  models  quickly  iden¬ 
tify  chokepolnts  or  limitations,  which,  if 
uncorrected,  will  determine  operational  capa¬ 
bility — regardless  of  how  good  the  rest  of  the 
system  may  be.  Many  of  the  limiting  factors 
are  unglamorous  support  functions  with  no 
strong  advocates.  These  functions  now  have 
visibility  and  can  be  evaluated  along  with  the 
major  programs  which  have  strong  supporters 
and  advocates. 

The  dimension  of  time  or  aging  has  been 
an  invaluable  addition  to  the  decision-making 
process.  Most  leaders  thoroughly  understand 
our  position  today  vis-a-vis  the  Red  forces. 
However,  when  we  sdd  all  of  the  new  systems, 
force  growth,  and  threat  expansion  over  the 
next  10  years  and  ask  what  we  should  do,  the 
issues  become  cloudy.  The  AFWMAA  process  will 
age  the  macro  system  over  time — both  Blue  and 
Red  sides — and  will  tell  you  how  well  you  do. 
Because  the  threat  grows  so  rapidly,  in  some 
areas  we  may  invest  billions  of  dollars  just 
to  maintain  our  status  quo.  The  tool  also 
provides  a  vehicle  to  test  alternatives 
over  time  before  commitment  to  long-term 
procurement . 

As  a  management  tool,  AFWMAA  is  still  in 
its  infancy.  The  more  we  use  it,  the  better  it 
becomes.  Several  projects  are  underway  to 
increase  the  scope,  accuracy,  responsiveness, 
and  flexibility  of  the  program.  Some  of  these 
planned  improvements  are  truly  exciting  and 
offer  quantum  enhancements  of  the  planning 
aspect  of  PPBS.  Regardless  of  how  good  this 
tool  becomes,  it  will  never  substitute  for 
sound  judgment,  practical  experience,  and 
human  innovation. 


DISCUSSION 

I'll  take  any  questions  you've  get  now.  Yes 
sir? 

Question:  You  refer  to  this  as  the  planning 
portion,  and  yet  it  seems  to  me  that  it  would 
cross  over  into  programming. 

Colonel  Done  hoe:  That  1c  correct. 

Question:  bet's  take  a  mission-area  analysis 
which  suggests  shortages  In  given  types  of 


warfighters.  Does  that  become  the  basis  for 
the  programming  decisions? 

Colonel  Donahoe:  Yes,  air,  the  analytical 
results  become  a  portion  of  these  decisions. 
I'll  give  you  a  valid  example.  I'm  sure  that 
Jack  Anderson  has  given  you  all  the  gory  de¬ 
tails  on  the  HR  Maverick  missile.  From  a 
capability  standpoint,  it  is  a  very  effective 
weapon.  However,  there  are  problems  with  the 
technological  side  of  the  program  and  with 
cost  escalation.  When  we  get  into  the  Board 
Structure,  you  have  to  weigh  all  of  these 
factors  along  with  capability  before  you  make 
a  final  decision.  I  think  the  answer  to  your 
question  is  that  we  see  this  as  a  bridge  be¬ 
tween  planning  and  programming. 

Question:  Let  me  try  one  other  recourse;  let's 
say  spare  parts.  This  is  a  way  of  calculating 
spare  parts  requirements.  But  if  I'm  not  mis¬ 
taken,  the  war  commands  also  have  other  models 
for  the  same  scenarios  which  calculate  spare 
parts.  Do  you  get  roughly  the  same  answers, 
and,  if  you  don't,  how  do  you  sort  it  out? 


Colonel  Donahoe:  Basically,  we  work  closely 
with  the  logistics  community.  They  have  a 
Logistics  Capability  Measurements  System  from 
which  we  draw  information.  It  defines  days  of 
sustainability,  and  we  deal  with  how  many 
sorties  you  can  generate  in  wartime.  That's 
the  transition  we  have  to  make.  The  inputs 
come  from  the  commands  and  they  identify  the 
resources  available.  When  I  know  how  many 
sorties  they  can  support,  I  calculate  what  we 
can  do  in  wartime.  But  days  of  sustainability 
really  don’t  tell  me  anything  until  I  know  how 
many  sorties  we  can  fly. 

Puestion:  I  understand  what  you're  saying. 
You're  building  on  their  more  micro  models 
rather  than  supplanting  it  with  your  own 
models. 

Colonel  Donahoe:  That  is  correct.  Now,  what 
happens  when  those  models  disagree?  That  is  a 
problem.  We  have  many  sources  to  draw  from.  In 
my  office  we  have  operational  experts.  We  have 
a  great  deal  of  functional  expertise  we  can 
call  on  within  the  Air  Staff.  We  also  receive 
information  from  Air  Force  Studies  and  Anal¬ 
ysis  and  the  major  commands.  We  work  with 
contractors,  for  example,  from  Rand  or  Anser 
Corporation — to  verify  the  validity  of  the 
information  we  receive.  As  you  can  see,  there 
are  many  checks  and  balances.  But  I  have  to 
tell  you,  if  it  comes  down  to  the  difference 
between  .65  and  .63,  we're  probably  not  going 
to  catch  it.  It's  going  to  stay  a  constant 
factor  all  the  way  through  the  process  and  i 
will  affect  all  answers  equally.  But  If  it 
comes  down  to  difference  between  a  0.1  and 
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1.0,  there's  obviously  a  problem.  That's  when 
we  work  with  our  data  sources  and  all  those 
I've  mentioned  who  can  shed  light  on  the 
"right"  answers. 

Question :  Can  you  say  some  more  about  the 
boundary  between  your  planning  activity  and 
the  programming  activity.  Could  you  say  where 
planning  stops  and  programming  begins? 

Colonel  Donahoe:  I  can't  draw  you  a  line  that 
says  .a  stop  here  and  the  programming  starts 
there.  We're  equally  immersed  In  both  the 
programming  system  and  the  planning  business. 
The  programming  function  Is  more  concerned 
with  fitting  the  program  to  the  resources. 
They're  concerned  with  building  a  program  that 
Is  fiscally  sound,  where  all  the  nuts  and 
bolts  fit  together.  But  often  I  ask  the  ques¬ 
tion,  "What  Is  Its  real  contribution  to  war- 
flghtlng?"  For  example,  If  we  have  an  area 
that  Is  very  deficient,  someone  will  build  a 
program  to  fix  It.  But  when  we  look  at  the 
future,  the  priorities,  and  the  levels  of 
Importance  we  may  find  that  the  whole  area  Is 
not  very  Important.  So,  If  the  whole  area  is 
relatively  unimportant,  why  fix  parts  of  it? 
Invest  your  money  in  more  important  missions 
and  capabilities.  I  just  can't  separate  plan¬ 
ning  and  programming  when  talking  about  capa¬ 
bility.  What  we  are  trying  to  do  is  force  more 
thinking  In  terms  of  long-range  planning.  We 
want  to  change  the  planning  horizon  from  2 
weeks  to  10  years  and  say,  "This  is  where  we 
want  to  be."  Long-  and  mid-range  thinking  on  a 
macro  basis  will  then  guide  our  programming 
actions  to  achieve  our  goals. 

Question:  You're  building  something  that  in¬ 
volves  a  lot  of  partials.  You're  getting  more 
and  more  information  that  you're  putting  to¬ 
gether  and  integrating.  Initially,  you  went 
out  and  took  a  great  deal  of  information  and 
put  it  together  with  great  care  In  construc¬ 
ting  the  models.  As  time  goes  by  and  you  keep 
asking  people  the  same  questions  over  and  over 
again  and  having  them  reflect.  It  becomes  more 
and  more  subjective.  At  some  point  in  time,  as 
this  thing  gets  larger,  your  action  time  gets 
shorter  and  people  may  get  a  little  tired  of 
it.  You're  going  to  have  some  factors  start 
creeping  In.  And,  as  you  multiply  more  and 
more  things  by  something,  the  answer  Is  going 
to  start  showing  bias. 


Colonel  Donahoe:  I  have  some  hard  measure¬ 
ments;  for  example,  PKs  of  weapon  systems.  In 
other  areas,  such  as  tactical  C3,  I  have  ob¬ 
jectives  of  what  needs  to  be  done  but  no  ob¬ 
jective  measurements.  In  many  of  these  "soft" 
areas,  I  go  to  the  person  charged  with  con¬ 
ducting  that  mission  in  wartime,  and  use  Judg¬ 
ments  for  capability.  There  are  some  other 


tests,  but  we  do  rely  on  judgment  to  predict 
how  well  some  equipment  will  work  in  wartime. 
I  understand  the  question  to  be  "What  happens 
if  those  multiply?"  To  help  solve  this,  Rand 
is  developing  a  methodological  tool  that  will 
solve  an  awful  lot  of  those  problems  and  avoid 
"standard"  answers  without  in-depth  thinking. 

Question  I  guess  the  bias  in  my  question  is 
that  occasionally  other  analyses  seek  the  same 
type  results  you  get.  For  example,  in  the 
logistics  area,  somebody  could  take  the  prob¬ 
abilities  of  repair,  cost,  overtime  require¬ 
ments,  MTBFs,  projections,  etc.,  and  the  an¬ 
swer  that  you  get  doesn't  stand  a  credibility 
test.  Yet,  you  can't  ever  get  inside  the  model 
and  find  out  what  your  boundaries  are  because 
the  factors  are  so  subjective. 

Colonel  Donahoe;  As  I  said,  it's  a  very  long, 
drawn-out  process  to  go  after  that  Infor¬ 
mation.  We  do  try  to  go  back  and  verify  as 
much  of  the  Information  as  we  can.  If  the  data 
comes  in  and  it  doesn't  pass  the  test  of  com¬ 
mon  sense  or  we  doubt  it,  then  we  go  to  our 
experts  in  the  logistics  community  at  the  Air- 
Staff  for  verification.  We  also  have  our 
studies  and  analyses  available  for  many  areas. 
We  try  to  mesh  all  of  these  sources  to  ensure 
good  Insights  and  understanding  of  the  data 
used. 

Question:  1  was  wondering-.  Does  the  model 
build  a  force?  If  so,  1  would  think  there's 
always  a  drive  to  increase  the  size  of  one's 
force.  Are  you  just  trying  to  catch  the  plan¬ 
ning  force? 

Colonel  Donahoe:  We  build  the  planning  force 
with  the  force  structure  required  to  do  the 
job,  and  then  we  assume  that  all  needed  sup¬ 
port  is  available — that  you  have  the  logis¬ 
tics,  that  you  have  the  C3,  and  that  all  of 
it's  going  to  work.  We  know  It  isn't  so,  but 
nobody  else  can  measure  It.  Then  you  plan  the 
force  based  on  how  the  systems  operate  today. 
For  example,  if  X  take  the  F-16,  with  Its  cur¬ 
rent  limitations  for  night/weather  operations, 
many  aircraft  will  be  required.  However,  we 
may  be  able  to  improve  the  munitions  and  re¬ 
duce  the  number  of  airplanes  required  to  meet 
the  threat.  We  may  also  be  able  to  add  capa¬ 
bility  for  flying  at  night  and  in  weather. 
This  would  allow  fewer  airplanes  to  fly  around 
the  clock  with  more  sorties.  These  are  the 
kinds  of  tradeoffs  that  we're  trying  to 
identify. 

Question;  Can  you  comment  on  how  you  interact 
with  the  other  services? 

Colonel  Donahoe;  We  begin  with  mission  objec¬ 
tives.  In  Strategic  Offense,  we  look  at  the 
entire  Triad  force  and  how  they  meet  the  ob¬ 
jectives.  W'e  Lave  to  consider  all  Triad  forces 
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because  capability  Increases  from  the  SLBMa, 
the  ICBMs,  or  the  B-ls  change  your  targeting 
priorities.  In  theater  warfare,  the  Air  Force 
does  not  have  to  win  the  war  by  itself.  That 
cooes  as  a  revelation  to  many  of  oy  contem¬ 
poraries  in  the  Pentagon,  let's  take  the  NATO 
environment  for  example.  First,  we  define  what 
the  threat  actually  is.  Let's  say  it's  x  num¬ 
ber  of  enemy  airplanes.  Then  we'll  decide 
where  those  airplanes  have  to  be  killed.  You 
can't  kill  all  the  Warsaw  Pact  airplanes  air- 
to-air,  and  you  can't  kill  all  of  them  on  the 
ground.  So,  there's  a  mix  somewhere,  and  we 
work  with  the  USAFE  to  determine  the  best 
ratio  for  the  total  threat.  Then,  we  look  at 


what  the  NATO  allies  can  do,  based  on  CH 
killing  capacity  of  their  aircraft,  thelg 
weapon  systems,  their  munitions  supplies,  etc* 
That  reduces  the  threat  remaining.  Next,  we'll 
look  at  the  Army's  ground  defense  assets. 
Their  SAMs  are  going  to  kill  a  certain  number 
of  airplanes,  and  chat  again  reduces  thm 
threat  remaining.  The  Navy  and  Marines  will 
also  kill  some  of  the  threat  aircraft.  We 
started  with  the  total  threat,  subtracted  the 
NATO,  Army,  Navy,  and  Marine  efforts.  What's] 
left  la  the  Air  Force's  share.  That's  the  USAF 
objective  and  our  test  for  capability.  We 
think  it's  fairly  realistic  and  considers 
contributions  from  other  services. 
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Dr.  Cabe'-  Bernie  Rostker  Indicated  this 
morning,  in  the  introduction  to  the  confer¬ 
ence,  that  we  have  scheduled  two  evening 
panels,  the  purpose  of  which  Is  to  provide  a 
historical  perspective  to  the  Planning,  Pro- 
gra-nming,  and  Budgeting  System  that  we're 
working  within  today. 

The  panel  this  evening  is  directed  toward 
the  formacive  years  of  that  system.  We'll  be 
looking  at  the  PPBS  during  the  time  frame  1961 
through  1969.  Sherm  Blandin's  panel  tomorrow 
night  will  pick  up  from  that  point  to  the 
present.  The  panel  on  Saturday  morning  will 
address  the  future. 

We're  fortunate  this  evening  to  have 
three  excellent  panelists.  All  of  these  in¬ 
dividuals  were  extensively  involved  in  for¬ 
mulating  the  PPB  system  during  its  early 
years.  The  first  speaker  will  be  Mr,  John 
Keller,  who  Is  the  Vice  President  of  the 
Center  for  Policy  Studies,  Berkeley,  Cali¬ 
fornia.  John  was  on  the  OSD  Comptroller's 
staff  from  1954  to  roughly  1*65;  so,  he  brings 
a  unique  perspective  to  us.  He  was  there 
during  the  transition  from  the  Elsenhower 
administration  to  the  Kennedy  administration. 
John  will  talk  to  us  a  bit  about  the  way  the 
budget  was  presented  before  the  McNamara/Hitch 
years  and  what  happened  during  the  transition. 

We're  also  fortunate  to  have  Mr.  Russ 
Murray,  who  Is  a  principal  officer  with  Sys¬ 
tems  Research  and  Applications  Corporation.  He 
has  had  two  roles  in  OSD.  As  many  of  you  know, 
he  was  the  Assistant  Secretary  for  PA&E  from 
1977  to  198!.  However,  some  of  you  may  not  be 
aware  that  he  was  also  the  Principal  Deputy 
Assistant  Secretary  for  Systems  Analysis  from 
1962  to  1969.  So,  he  has  two  perspectives,  and 
we've  asked  him  to  serve  on  panels  in  both 
roles . 

Our  third  panelist  Is  Dr.  K.  Wayne  Smith, 
who  is  a  group  managing  partner  for  Coopers 
and  Lybrand.  Wayne  was  a  Special  Assistant  to 
the  ASD  for  Systems  Analysis  from  1966  to 
1969.  He  was  also  the  Director  for  Program 
Analysis  at  the  National  Security  Council  from 
1970  to  1972. 


I  vxiuld  like  to  start  this  session  by 
asking  each  individual  to  speak  extempora¬ 
neously  for  about  twenty  minutes.  I  encourage 
each  panelist  to  present  his  perspective  of 
the  PPB  system  from  the  time  he  worked  in  it. 
We'll  do  this  in  turn.  After  Dr.  Smith  has 
spoken,  I'll  ask  the  panelists  to  respond  to 
questions  from  the  floor.  Now,  I  would  like  to 
ask  John  Keller  to  begin. 

Ur.  Keller.  Thank  you.  Lew.  It  i6  nice  to  be 
with  you  all  this  evening.  It’s  like  old  home 
week — for  some  of  us,  at  least.  It's  inter¬ 
esting  to  be  in  this  position,  as  a  spokesman 
if  you  will,  for  the  "previous  administra¬ 
tion."  I  have  a  feeling  of  dejd  vu,  because, 
as  a  matter  of  fact,  that's  how  l  got  into 
Systems  Analysis  in  1961. 

Alain  Enthoven,  as  some  of  you  probably 
know,  had  spent  the  previous  year  (I960)  in 
DDR&E  before  the  change  in  administration.  So, 
when  the  administration  changed,  he  had  a 
year's  worth  of  experience  under  his  belt  and 
despite  his  youthfulness,  he  had  In  one  way  or 
another  learned  a  lesson  that  many,  many 
bureaucrats  never  learned — that  history 
doesn't  start  the  day  you  take  office.  He 
understood  the  problems  that  he  had  to  grapple 
with  immediately.  And,  indeed,  there  were  some 
very  large  Issues  to  deal  with  immediately: 
the  build-up  of  the  Mlnuteman  program,  the 
phase-out  of  part  of  the  manned  bomber  force, 
the  Berlin  crisis,  the  lack  of  conventional 
capabilities.  He  understood  that  ail  those 
issues  had  a  long  history  and  that,  while  he 
didn't  want  to  be  trapped  by  their  history,  he 
certainly  wanted  to  understand  how  the  world 
got  to  be  the  way  it  was — the  world  that  he 
Inherited  and  about  which  1  have  to  make  some 
comments  this  evening. 

Because  of  the  job  that  I  had,  which  1 
will  describe  in  a  moment.  I  had  a  fair  amount 
of  exposure  to  all  the  arguments,  both  pro  and 
con,  on  these  major  defense  issues  in  the 
period  '  56—  '61.  So  Alain  said,  "John,  why 
don't  you  come  over  and  just  be  the  source  of 
tribal  wisdom?  Tell  us  about  how  it  was  in  the 
old  days.  You  know,  it  may  save  us  a  little 
grief." 

That '8  the  basis  on  which  I  was  hired  in 
the  Systems  Analysis  office.  But  Alain,  being 
a  good  economist,  must  have  said  to  himself, 
"Wait  a  minute.  I’m  paying  him  a  salary,  and 
I'm  getting  my  money's  worth  in  terms  of  tri¬ 
bal  wisdom.  But  if  I  can  get  him  to  do  any 
analysis  at  all,  it  will  be  at  a  zero  marginal 
cost,  and  that  gives  me  an  infinite  benefit- 
cost  ratio;  so,  why  not  give  him  some  sub¬ 
stantive  responsibility,  too?"  So,  I  wound  up 
dealing  with  rapid  deployment. 
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But  that's  getting  ahead  of  the  story.  I 
think,  as  Lew  suggested,  it  might  be  useful  to 
talk  a  little  bit  about  how  resource-alloca¬ 
tion  decision-making  was  done  in  that  period 
of  the  middle  1950s  up  through  1961.  Then, 
I'll  say  a  little  bit  about  that  first  year  or 
so  with  Alain  Enthoven.  I'm  sure  Russ  (Murray) 
is  a  much  more  informed  commentator  than  I  am 
on  the  period  subsequent  to  about  1962. 

Just  one  last  footnote  hefore  I  get 
started,  though:  Somebody  mentioned  something 
about  trends  and  things  being  flat  or  trend¬ 
less.  I  think  Col.  Donahoe  made  the  point  that 
at  some  point  you  need  to  be  out  in  the 
trenches  and  at  least  feel  the  effects  of 
these  trends.  Well,  I  iust  want  to  establish, 
in  a  sense,  my  credentials  in  that  area.  I 
spent  10  years  on  active  duty  in  the  Air  Force 
during  the  period  1943-1953.  So,  I  saw  the 
Defense  budget  and,  being  a  very  low-level 
junior  officer,  felt  at  least  the  effect  of  a 
Defense  budget  that  In  1982  dollar  terms  went 
from  about  $700  billion  a  year  to  $90  billion 
a  year  during  the  period  1945-1950.  Don't 
anybody  tell  me  about  wrenching  readjustments. 
That  was  something  to  behold! 

Then,  of  course,  when  the  Korean  War  came 
to  an  end,  President  Eisenhower,  who  was  far 
from  the  kindly,  avuncular  figure  that  his 
public  image  showed,  ruthlessly  cut  back  the 
poor  old  Air  Force  from  what  was  then  about 
135  wings  down  to  something  like  90.  That 
means  a  fair  level  of  readjustment,  too,  but 
anyway  that  Is  really  digressing. 

How  did  the  system  work  in  that  period  of 
1956-1961?  During  this  time,  I  worked  In  an 
office  that  subsequently  came  to  be  called  the 
Office  of  the  Economic  Advisor  in  the  Office 
of  the  Assistant  Secretary  of  Defense  (Comp¬ 
troller).  We  did  a  bit  of  economic  analysis, 
but  the  title  was  quite  misleading.  However, 
it  did  give  me  a  very  good  opportunity  to  see 
how  the  old  process  operated. 

I  think  this  should  be  informative  and 
reassuring  because  I  think  we  have  seen  the 
ups  and  downs  in  PPB.  It  has  gone  through  some 
real  cycles  of  being  very  much  in  place  and 
effective  and,  in  other  cases,  going  into 
decline  and  then  coming  back.  But  I  think 
that,  no  matter  what  deficiencies  we  see  in 
the  system  as  it  currently  operates,  it  is 
much  better  now  what  has  gone  on  previously. 
Now,  things  were  never  as  bad  as  the  new  peo¬ 
ple  made  them  out.  But,  looking  back  from  a 
historical  perspective,  the  gains  are  terribly 
Impressive . 

If  John  Dawson  were  here,  I'm  sure  he 
would  make  one  of  his  more  telling  points: 


that  the  life  cycle  of  a  resource-allocation 
decision-making  reform  is  abouL  50  years,  and, 
if  you  count  the  beginning  in  1960,  we're  not 
even  halfway  through  this  reform.  So,  we  still 
have  a  way  to  go  before  it  reaches  maturity. 

During  the  mid-1950s,  the  budget  process 
usually  started  in  the  spring.  It  would  begin 
with  a  series  of  Cabinet  meetings  and  National 
Security  Council  meetings,  very  much  dominated 
by  President  Eisenhower,  the  Secretary  of  the 
Treasury,  and  the  Director  of  the  Bureau  of 
the  Budget.  Wilford  McNeil,  whom  many  of  you 
remember,  was  the  super-competent  DoD  Budget 
Director.  Those  people  would  attend  Cabinet 
meetings  and  National  Security  Council  meet¬ 
ings,  and,  generally,  some  time  in  the  late 
spring,  the  President  would  make  a  decision 
that  the  Defense  budget  for  the  year  in  ques¬ 
tion  would  be  about  $40  billion.  Well,  now,  if 
we  want  to  adjust  that  for  price  changes, 
that's  probably  like  about  $200  billion  in 
this  year's  terms. 

So,  Wilford  McNeil  would  go  back  home  to 
the  Pentagon,  call  the  budget  troops  together, 
and  say,  "We  have  a  $40  billion  budgetary 
target."  Using  essentially  the  previous 
year’s  budget  as  the  base  to  make  changes 
from,  by  about  September  of  that  year  he'd 
have  a  nice,  neat,  tidy  $40  billion  budget 
within  the  constraints  imposed  by  the  Presi¬ 
dential  decision.  And  it  would  be  a  $40  bil¬ 
lion  budget  distributed  by  appropriation 
titles . 

Needless  to  say,  there  was  certainly  some 
consideration  of  issues  in  constructing  that 
budget.  It  was  not  issue  less.  But  there  was  no 
focus  on  what  today  we  would  call  "mission 
areas"  or  "program  categories"  or  "systems." 
It  was  largely  a  fiscal  budget  exercise. 

Meanwhile,  the  Joint  Chiefs  of  Staff  had 
also  been  laboring  away  all  year,  and,  some¬ 
time  in  about  the  same  period  of  September  to 
October,  they  would  send  up  the  Joint  Stra¬ 
tegic  Objectives  Plan  (JSOP)  to  the  Secretary 
of  Defense.  (Remember  that,  in  those  days,  the 
fiscal  year  started  on  the  first  of  July.)  At 
the  time,  there  was  an  explicit  ground  rule 
within  the  JCS  that  the  JSOP  was  to  reflect 
this  country's  security  needs  and  that  no 
price  tag  would  be  placed  upon  it.  By  delib¬ 
erate  decision,  the  JSOP  came  up  unpriced. 

The  Secretaries  of  Defense  had  to  know 
what  this  fine  plan  was  going  to  cost  us.  So, 
one  of  the  lobs  at  the  shop  that  I  worked  in 
was  to  develop  a  "quick  and  dirty"  cost  esti¬ 
mate  of  the  JSOP. 

Well,  if  we're  dealing  in  1982  dollar 
terms,  we  have  this  $200  billion  nicely  con¬ 
structed  fiscal  budget.  The  JSOP,  when  priced 
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out,  (In  1982  dollar  terras)  turned  out  to  be 
about  $400  billion. 

It  is  now  roughly  the  first  of  October. 
The  budget  has  to  go  to  bed  around  the  first 
of  December.  So,  you  now  have  60  days  to  stuff 
$400  billion  worth  of  programming  and  plan 
into  a  $200  billion  fiscal  strait  jacket .  That 
is  not  surgery,  that's  mayhem,  and  the  weapon 
of  choice  is  not  a  scalpel,  but  a  meat-ax.  But 
the  process  got  done  because  the  deadlines 

were  unavoidable.  You  can  say  what  you  want 

to,  but  the  old-fashioned  "budgeteers"  did 
their  jobs.  Come  the  first  of  December,  we  had 
a  $200  billion  "plan  and  program”  to  fit  in¬ 
side  the  $200  billion  budget.  But  all  that 

neat  balance  and  symmetry  that  had  gone  into 

the  original  JSOP,  needless  to  say,  was  de¬ 

stroyed.  The  bits  and  pieces  were  lying  around 
the  shop  floor  in  bloody  hunks. 

The  man  that  I  worked  for  at  the  time, 
Henry  Glass,  had  to  take  the  bloody,  raw  bits 
..nd  pieces  that  had  survived  the  "program 
budget  review"  and  stitch  it  all  together  in 
the  form  of  the  Secretary's  posture  statement 
and  make  it  sound  like  we  knew  what  we  were 
doing.  It  was  a  mark  of  Henry's  genius  that, 
if  you  read  the  posture  statement  fast  and 

didn't  think  too  much  about  it,  it  sounded 

like  a  Defense  program.  That,  in  fact,  was  the 
principal  mechanism  for  conveying  to  the 
Congress  what  the  Defense  program  and  budget 
was  all  about.  For  23  years,  Henry  Glass  wrote 
that  statement. 

Now,  the  problem,  of  course,  that  the  PPB 
process  ultimately  had  to  address  is  that  we 
had  a  planning  process  in  a  planning  unit  that 
was  by  design  separated  from  the  resource  con¬ 
sequences  of  that  plan.  Any  time  you  take  a 

group  of  planners  and  divorce  them,  either 
intentionally  or  unintentionally,  from  the 
resource  consequences  of  their  plans,  they  are 
instantly  going  to  obey  the  law  of  social 
gravity  and  go  off  into  outer  space — cloud  9. 
It  is  not  just  the  Defense  folks  that  do  that. 

In  1965  1  went  with  Mr.  Hitch  to  the 

University  of  California,  where  he  became  Vice 
President  for  Business  and  Finance.  I  was 
Director  of  Analytical  Studies.  When  we  ar¬ 
rived  on  the  scene,  the  academic  planners  were 
just  putting  the  finishing  touches  to  the 
University  of  California's  master  plan.  You 
think  you  do  well  planning  for  5  years, 
7  years,  or  with  your  Extended  Planning  Annex, 
for  15  years.  This  was  1965,  and  they  were 
planning  for  the  year  2000 — a  35-year  planning 
horizon!  Well,  when  Charlie  Hitch  arrived  on 
the  scene,  this  master  plan  was  In  its  final 
rounds  of  preparation.  The  first  thing  Charlie 
wanted  to  know  was  how  much  the  plan  was  going 
to  cost .  So,  I  went  back  to  the  old  standard 


practices.  I  got  a  bright  graduate  student, 
and  we  developed  a  costing  model.  And,  again 
in  1982  dollar  terras,  that  plan,  as  best  we 
could  estimate,  would  have  an  operating  budget 
for  the  University  of  California  of  $25  bil¬ 
lion  by  the  year  2000.  Even  by  defense  stan¬ 
dards,  that  seemed  to  be  a  pretty  fair  number. 

I  was  impressed. 

We  took  that  back  to  the  academic  plan¬ 
ners,  and  they  said,  "Look,  you're  just  trying 
to  scare  us  because  built  into  that  estimate 
is  a  3  percent  inflation  rate  and  a  7  percent 
annual  growth  in  enrollment.  If  you  take  10 
percent  and  compound  it  over  a  whole  bunch  of 
years  you're  going  to  create  big  numbers." 

We  thougl.t  that  was  a  pretty  valid  ob¬ 
servation.  So,  what  we  did  was  go  back  and 
calculate  the  University  of  California's  then  j 
current  operating  budget  as  a  fraction  of  the  I 
state's  personal  income.  This  provided  a  rough  I 
measure  of  the  size  of  the  resource  pie  that  j 
the  University  of  California  was  getting.  Now,  j 
mind  you,  this  was  the  mid-1960s.  The  "golden  ! 
flood"  was  still  pouring  over  the  University. 
Well,  we  made  that  same  estimate  for  the  year 
2000,  and  it  reflected  a  tripling  of  the 
relative  share  of  the  state's  resources. 
That's  not  arrogance,  that’s  egomania.  But 
that's  the  University  of  California. 

So,  thp  problem  was  that  the  University 
allowed  a  bunch  of  planners  to  go  off  into 
cloud  9  and  create  a  big,  ambitious  plan.  In 

this  case,  there  were  no  short-term  checks  on 
that  plan,  and  the  University  actually  started 
down  the  road  of  implementation. 

.And  what  happened?  The  same  thing  that 
happened  in  the  Defense  Department  throughout 
the  50s.  Programs  would  get  started,  and  they 
would  cost  you  only  a  nickel  in  the  upcoming 
year  and  would  cost  you  two  GNPs  five  years 
down  the  pike.  How  do  you  find  that  out?  By 

hard  experience.  As  a  result,  you  have  program 
cutbacks,  readjustments,  and  disappointed 
expectations. 

In  the  University's  case,  it  took  them 
two  years  to  find  out  that  the  plan  was 
grossly  resource-infeasible.  I  remember  sit¬ 
ting  at  a  budget  hearing  where  the  dean  of  the 
new  medical  school  at  UC-Davis  campus  was 
sitting  across  the  table  from  the  chief  uni¬ 
versity  budget  officer.  The  man,  with  tears  in 

his  eyes,  said,  "What  are  you  doing  to  me? 

Here  I  recruited  faculty,  developed  the  cur¬ 
riculum,  recruited  students,  and  you're  now 
about  to  give  me  half  the  resources  that  ray 

operation  calls  for."  The  budget  officer  was  a 
better  type  than  most.  He  said,  "Hey,  fellow, 

I  feel  for  you,  but  1  can't  quite  reach  you. 
The  resources  are  just  not  available."  So,  I 
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think  a  major  deficiency  in  any  planning  pro¬ 
cess  is  to  allow  the  plan  to  be  created  in 
isolation  from  an  understanding  of  its  re¬ 
source  consequences . 

Now,  mind  you.  I'm  not  arguing  for  the 
opposite  philosophy.  Do  you  take  a  resource 
constraint  and  blindly  accept  it?  It  is  an 
iterative  process.  This  morning  General 
Cunningham  had  the  arrows  on  his  chart  going 
in  one  direction.  Somebody  this  afternoon 
observed  that,  in  practice,  it  still  tends  to 
go  the  other  way.  It  needs  to  go  both  ways. 

There  is  no  level  of  effectiveness  you 
must  meet  or  the  nation  goes  down  the  tube. 
And  there  is  no  absolutely  sacrosanct  budget 
level.  It's  a  process  of  adjustment  at  the 
margin . 

But,  again,  I'm  starting  to  digress.  Let 
me  return  to  the  DoD  budget  process  of  the 
late  1950s.  The  services  would  send  budget 
submissions  to  OSD.  And,  of  course,  to  some 
extent  they  obviously  addressed  programs  and 
issues.  One  of  the  major  features  of  the  sys¬ 
tem  those  days  was  the  so-called  "big  tent 
show."  The  Secretary  of  the  affected  military 
department  would  come,  armed  with  generals  and 
colonels  20  deep,  and  they'd  get  into  a  big 
conference  room.  The  Secretary  of  Defense 
would  be  sitting  at  the  head  of  the  room  or 
the  table,  and  the  service  Secretary  would  be 
there  with  his  corps  of  supporters,  and  he 
would  make  a  pitch  for  that  service's  budget 
and,  to  some  extent,  programs,  since  it  was 
somewhat  program-  and  issues-oriented .  It  was 
a  very  interesting  experience  to  watch  one  of 
those  shows. 

Secretary  Quarles  was  in  charge  of  the 
Air  Force  toward  the  end  of  that  period.  He 
was  one  of  the  most  impressive  people.  The 
others  came  to  meetings  as  "special  pleaders." 
They  were  advocates  all  the  way:  If  you  don't 
give  me  what  my  service  asks  for,  the  coun¬ 
try's  going  down  the  tube  for  sure.  Donald 
Quarles  walked  that  terribly  thin  line  between 
sticking  with  the  Presidential  directives  and 
retaining  the  support  of  the  service  of  which 
he  was  the  chief.  During  these  meetings,  the 
Secretary  of  Defense  and  the  budget  officer 
would  ask  all  kinds  of  tough,  detailed  ques¬ 
tions,  such  as  the  state  of  the  inventory  of 
some  particular  part.  And  you'd  see  20  colo¬ 
nels  whipping  through  the  briefing  book  and 
before  they  had  even  gotten  to  the  right  page. 
Secretary  Quarles  would  state  the  number. 
That's  an  impressive  performance  and  wins 
"brownie  points"  in  a  political  contest  such 
as  that.  You  have  to  see  it  in  operation. 

One  of  the  reasons  Assistant  Secretary 
McNeil  had  such  vast,  vast  powers  at  that  time 


was,  I  think,  best  summarized  by  Henry  Glass, 
when  he  said,  "Here  sits  the  Secretary  of 
Defense,  and  there  sit  the  service  Chiefs,  thc- 
service  Secretaries  and  the  service  staffs 
behind  them.  They're  all  clamoring  for  much, 
much,  much,  more  than  can  be  afforded,  and  the 
only  person  sitting  on  the  Secretary's  side 
who  is  helping  him  say  no  in  a  way  that  is 
even  semireasonable  is  Wilford  McNeil."  So, 
while  he  didn't  have  any  of  the  apparatus  that 
you  all  have  now  to  help  the  Secretary  say  no 
or  yes  more  reasonably,  he  unreservedly  helped 
the  Secretary  make  those  absolutely  inevitable 
decisions  to  disapprove  requests  for  funds. 
And  the  budget  folks  did  a  pretty  good  job  in 
supporting  him. 

Eventually,  some  form  of  reconciliation 
would  take  place.  A  few  major  issues  would  be 
isolated,  and  they — the  Secretary  of  Defense, 
the  Comptroller,  and  the  service  folks — would 
troop  down  to  Augusta  and  would  decide  on  the 
big  issues.  Then,  Henry  Glass  would  go  to  work 
and  try  to  make  this  all  sound  reasonable  ar.d 
rational . 

And  what  we  look  for  today  in  a  POM — or, 
In  my  time  in  Systems  Analysis  in  a  Draft 
Presidential  Memo — would  be  found  in  those 
days  in  the  Secretary's  posture  statement  to 
the  Congress  and  the  Defense  portion  of  the 
President 's  budget  message. 

Late  in  1950,  what  was  Senator  Symington 

all  hot  and  bothered  about?  What  was  doe  A] son 
crying  about?  "We  need  more  K-52s,  and  a  mis¬ 
sile  gap  is  upon  us."  And  so.  thac  concern 

with  that  issue  was,  in  fact,  reflected  in  the 
posture  statement  and  the  Defense  portion  of 
the  President's  budget  message. 

One  little  footnote  to  all  of  this:  After 
the  formal  budget  process  had  done  its  work 
and  the  big  decisions  bad  been  made,  Me.trv 

Glass  would  draft  the  Secretary's  posture 
statement,  and  we  would  write  the  Defense 
portion  of  the  President's  budget  message. 
This  would  generally  occur  in  December. 

There  was  a  policy  in  effect  at  that  time 
that  representatives  of  the  services  would  be 

shown  early  drafts  of  that  posture  statement, 
to  be  sure  that  it  was  factually  correct.  But 
a  very  interesting  interchange  used  to  go  on. 
It  was  a  completely  informal,  unofficial 
mechanism,  but  it  had  some  real  effect  on  how 
things  operated.  Those  service  people  were 
persuasive  advocates  for  their  services.  They 
would  come  down  and  go  to  the  mat  with  Henry 
about  the  exact  language  In  the  posture 
statement  to  maximize  their  position.  As  a 
matter  of  fact,  in  the  very  first  year  of  the 
new  regime,  I  remember  Pete  Crow  coming  down 
over  the  B-47  phase-out  and  saying  to  Henry 


Glass,  "Henry,  1  know  the  Secretary  made  his 
decision,  we've  gone  to  the  mat  with  the  Sec¬ 
retary,  we  have  lost,  but  the  Air  Staff  feels 
extremely  strongly  on  this  point.  Will  you  re¬ 
raise  that  issue  one  more  time  with  the 
Secretary?" 

And  when  Henry  went  over  that  first  draft 
with  Secretary  McNamara,  he  said,  when  he  came 
to  that  :  ortion  of  the  posture  statement,  "Mr. 
Secretary,  l  know  you  have  heard  these  argu¬ 
ments,  but  with  your  permission  1  would  like 
to  raise  an  issue  with  you." 

Secretary  McNamara,  who  was  a  much  less 
authoritarian  person  than  he  is  generally 
porf-ayed,  said,  "Well,  surely,  Henry  what 
would  you  like  to  talk  about?" 

So,  Henry  laid  out  the  Air  Force  position 
on  the  B-47  in  about  five  minutes  in  a  fashion 
better  than  the  Ait  Force  could  ever  have  done 
it.  The  Secetary  listened  to  all  this  very 
patiently  and,  when  it  was  all  over,  said, 
"Henry,  l  do  appreciate  all  those  arguments, 
and  I  have  thought  very  hard  about  it,  but  I 
think  I  really  do  want  to  stick  with  the 
schedule  that  we  have  adopted."  But  the  role 
of  those  service  representatives  was  a  very 
interesting  one  in  that  early  period. 

So,  the  new  administration  came  in.  What 
were  the  various  roles  Involved  here?  Well, 
Charlie  Hitch,  the  true  intellectual  father  of 
rational  decision-making  in  the  public  sector, 
became  Assistant  Secretary  of  Defense  (Comp¬ 
troller)  and  Alain  finthoven  became  Deputy 
Assistant  Secretary  of  Defense  for  Systems 
Analysis.  In  those  early  days,  Alain  spent,  I 
would  guess,  three-quarters  of  every  working 
day  working  directly  with  the  Secretary, 
principally  on  strategic  retaliatory  force 
questions,  and  did  it  wich  Charlie  Hitch's 
blessing. 

I  never  have  seen  a  working  relationship 
so  good  between  a  boss  and  a  subordinate.  He 
just  said,  "Alain,  you  have  my  power  of  at¬ 
torney."  That  suited  Alain's  style  well.  Alain 
was  the  ultimate  "Theory  Y”  man:  Fick  a  few 
good  people,  and  tell  them  to  go  look  around 
and  see  If  they  find  anything  interesting  to 
do. 

I  came  in  August  1961.  So,  Alain  said, 
"You  know  we've  got  these  problems.  Should  the 
production  rate  for  the  C-141  be  four  or  seven 
a  month?  And  how  about  buying  commercial 
C-1308  or  707s  instead  of  -17"  How  subop¬ 
timized  can  you  get?  We  weren  t  even  asking 
about  the  possibility  of  five  a  month,  six  a 
month,  eight  a  month,  or  three  a  month;  on  the 
C-141  issue,  four  or  seven  were  the  only 
choices.  But  that's  how  X  got  into  the  rapid 
deployment  business. 


Alain's  style,  I  would  say,  was  very, 
very  non-directive,  extremely  non-directive. 
And  tne  staff  initially  consisted  of  about 
five  people.  Eventually,  of  course,  the  staff 
grew.  But  1  think  what  perhaps  was  not  appre¬ 
ciated  at  that  point  in  time  was  chat  the 
staff,  even  in  its  early  days  and  certainly  as 
it  began  to  grow  in  size,  was  roughly  half 
civilian  and  half  military.  Alain  simply 
drafted,  regardless  of  rank,  the  best  brains 
that  he  could  find  in  the  military  depart¬ 
ments.  And  even  the  civilian  people  who  were 
in  Systems  Analysis  in  those  days  had  a  fair 
amount  of  experience. 

1  suppose  to  some  extent  I'm  bragging, 
but  many  of  the  Air  Force  officers  I  was  doing 
business  with  in  rapid  deployment  had  less 
flying  time  than  I  did.  And  you  know — at  the 
bar,  at  least — that  wins  you  some  credibility. 
But  I  think  the  important  point  is  that  it  was 
not  a  bunch  of  young,  fuzzy-cheek  defense 
intellectuals,  as  Tommy  White,  the  Chief  of 
Staff  of  the  Air  Force  characterized  them.  A 
lot  of  military  folk  there  and  even  the  ci¬ 
vilians  had  a  certain  amount  of  experience.  In 
those  days,  in  the  early  days  of  '61,  there 
were  no  program  budgets.  There  were  no  sys¬ 
tems.  There  were  no  mission  areas  in  any  for¬ 
mally  defined  sense.  There  were  just  a  bunch 
of  hot  issues:  Improving  the  conventional 
forces,  acquiring  deployment  capabilities,  the 
switch  from  manned  bombers  to  missiles,  and  so 
on. 

Alain  assigned  these  Issues  to  several  of 
us  on  his  staff.  And  the  Secretary  of  Defense 
contributed.  Secretary  McNamara  contributed, 
at  least  for  the  first  two  years.  In  1961  and, 
I  think,  again  in  1962,  he  published  his 
famous  list  of  a  hundred  questions.  Mr. 
McNamara's  mind  was  Incredibly  fertile.  Obvi¬ 
ously,  be  could  ask  questions  much  faster  than 
we  could  answer  them.  But  I  think  if  you  would 
review  that  list  of  a  hundred  questions,  you 
would  find  that  he  had  certainly  touched  on 
all  the  major  Issues. 

That  list  was  our  menu  for  the  initial 
analytic  efforts.  We  also  obviously  had  some 
fairly  Informal  Presidential  and  SecDef  guid¬ 
ance.  The  President  had  made  it  very  plain  in 
some  of  his  speeches  that  he  wanted  not  only 
an  Improvement  in  our  strategic  retaliatory 
forces,  but  also  a  major  redressing  of  the 
imbalance  between  conventional  and  strategic 
forces.  At  that  time,  we  were  coming  off  the 
John  Foster  Dulles  "massive  retaliation"  kick 
because  the  Soviets  were  beginning  to  acquire 
some  strategic  nuclear  capability  of  their 
own. 

The  Secretary  of  Defense  supplemented 
this  Presidential  guidance  with  some  further 
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guidance  of  bis  own,  but  In  a  fairly  general 
sore  of  way.  In  those  days,  there  were  no 
Presidential  Memos  or  DPMs  to  summarize  what 
we  found.  We  simply  sent  studies  and  their 
results  to  Alain,  and  he  dealt  with  the  Sec¬ 
retary  and  the  Assistant  Secretary  almost  on  a 
one-on-one  basis. 

It  wasn’t  until  much  later  that  year  that 
a  man  named  Dixon  came  on  the  scene,  and 
Charlie  Hitch  commissioned  him  to  create  what 
we  now  know  as  a  program  budgeting  system.  It 
was  not  a  real  PPB,  but  at  least  It  was  a 
program  budget  approach  to  this  whole  busi¬ 
ness.  That  was  a  relatively  late  Introduction. 
It  certainly  did  not  come  In  early. 

In  McNamara's  first  year,  we  had  a  very 
interesting  confrontation.  That  was  late  in 
1961,  At  the  time.  Secretary  McNamara's  first 
budget  was  being  put  together.  There  had  been 
a  program  review  of  sorts  within  Systems 
Analysis,  and  then  we  went  into  the  budget 
cycle.  The  budgeteers,  for  a  whole  variety  of 
reasons,  reopened  every  issue  that  had  been 
settled  in  the  program  review  process,  primi¬ 
tive  as  it  was  at  the  time.  I  understood,  at 
least  bureaucratically,  why  they  were  doing 
that.  As  a  consequence,  in  the  following  year, 
Charlie  Hitch  established  a  firm  ground  rule 
that  In  the  budget  review  process  you  could 
not  reverse  a  decision  that  had  been  made  In 
the  program  review  process;  you  couldn't  even 
reopen  the  issue. 

Needless  to  say,  that  left  the  bud¬ 
geteers,  who  had  been  "king  of  the  hill"  up  to 
that  point,  feeling  pretty  unhappy.  Of  course, 
subsequently  there  came  Into  being  a  thing 
called  Subject  Issue  Papers.  By  about  1964  or 
1965,  there  were  six  hundred  of  those  papers 
going  to  the  Secretary  over  a  period  of  about 
2  or  3  weeks.  It  was  easy  for  a  clever  bud- 
geteer  to  reraise  a  number  of  fundamental 
issues  under  the  guise  of  a  one-page  subject 
Issue  paper.  This  conflict  In  the  dual  program 
and  budget  review  was  present  right  from  the 
beginning  and,  at  least  initially,  was  settled 
by  fiat. 

The  budgeteers  were  mechanics.  They  took 
the  program  decisions,  filled  In  the  details, 
the  production  schedules,  the  time  frames,  and 
a  few  things  like  that,  but  otherwise  that  was 
It. 

bet  me  summarize  what  kind  ot  real  change 
occurred  during  that  first  year  or  so  under 
McNamara.  I  think,  as  I  indicated  earlier,  we 
tend  to  forget  how  big  the  change  was.  It  was 
not  truly  revolutionary,  but  It  certainly  was 
evolutionary  on  a  scale  that  represented  a 
very  major  change.  What  most  of  you  people 
take  for  granted  now  was  really  pretty  new 


stuff  then.  There  was  a  torging  of  a  link 
between  programming  and  budget.  Program  re¬ 
views  and  program  decisions  were  the  dominant 
force,  and  the  budget  was  ro  fall  out  of  that. 

Previously,  the  fiscal  tali  had  been 
wagging  the  prugram  dog:  You  put  together  a 
fiscal  budget  and  discover  by  experience  the 
program  consequent cs .  One  of  Charlie  hitch’s 
major  objectives  was  to  bring  those  two  pro¬ 
cesses,  and  ultimately  the  planning  process, 
into  a  very  intimate  linkage.  After  the  pro¬ 
gram  budget  effort  had  been  completed,  there 
was  now  a  very  formal  focus  on  what  we  called, 
in  those  days,  program  elements,  prog-am  cate¬ 
gories,  or — if  you  will — mission  areas.  That 
produced  a  highly  formalized  focus  on  deci¬ 
sion-making.  Resource-allocation  decision¬ 
making  was  on  things  called  programs  and  not 
line  items.  All  you  have  Lo  do  is  go  out  into 
the  rest  of  the  federal  government,  or  a  state 
or  county  government  to  realize  that  that 
notion  still  Is  extremely  foreign  and  rare  in 
other  governmental  entitles. 

A  fundamental  change  was  the  notion  of 
the  extended  time  horizon.  That,  of  course, 

had  been  one  of  the  majo-  problems  In  the  old 
process.  All  that  ever  got  looked  at  was  the 

upcoming  budget  year.  So,  people  would  come 
in,  as  1  indicated,  with  those  programs  that 
cost  you  a  nickel  in  the  upcoming  year  and 
GNPs  5  years  later.  And  now  von  gir’s  are 
arguing  about  putting  more  effort  into  the  CPA 
or  the  15-year  time  horizon?  Yon  wouldn’t 
dream  of  a  time  horizon  of  1  or  2  years.  So,  1 
think,  that  perspective  is  some  measure  of  the 
change  in  thinking  that’s  gone  on. 

I  think  another  major  change  that  took 

place  during  the  early  1960s  was  the  system¬ 

atic  application  of  quantified  economic  rea¬ 
soning  to  the  problems  of  choosing  among  and 
within  programs.  The  introduction  of  some  no¬ 
tion  of  a  basic  economic  rationale,  a  trading- 
off  between  cost  and  effectiveness  within  and 
among  programs.  I  notice  today  that  General 
Cunningham  talked  considerably  about  trade¬ 
offs:  how  he  forces  his  people,  when  they  want 
a  new  program,  to  identify  the  existing  pro¬ 
gram  they  want  to  kill.  This  is  the  notion  of 
trade-offs . 

Colonel  Donaboe  talked  about  opportunity 
cost.  Some  of  the  other  gentlemen  talked  about 
marginal  effects.  If  you  went  to  a  BoB  budget 
examiner  in  1956  and  said,  "Let’s  talk  about 
the  marginal  cost  and  effectiveness  of  tills 
weapon  system,"  he  would  say,  "Come  on,  fel¬ 
low,  talk  F.nglish."  They  wouldn't  have  under¬ 
stood  that  .  So,  people  have  become  acclimated 
to  this  notion  of  the  application  of  a  basic 
economic  rationale:  We  buy  things,  they  give 
us  a  certain  defense  utility;  but  that  comes 
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at  a  certain  cost,  and,  at  the  margin,  how  do 
we  buy  the  greatest  utility? 

What  happened  in  that  first  year?  Now, 
this  Is  past  the  transition.  We  had  started  to 
stabilize  a  bit.  As  I  Indicated  earlier,  we 
had  introduced  program  budgeting.  We  had  fi¬ 
nally  Introduced  what  we  called  Initially 
Program  Memoranda.  Eventually,  these  became 
Presidential  Memoranda  and  then,  eventually, 
became  Draft  Presidential  Memoranda.  After  the 
first  year,  even  Jack  Kennedy  didn't  look  at 
them. 

The  Memorandum  became  a  major  tool.  It 
was  a  way  of  achieving  three  things.  It  sum¬ 
marized  the  state  of  major  programs  (what  was 
proposed  to  be  done),  it  provided  an  analytic 
rationale,  and  It  Identified  what  we  didn't 
know  that  we  ought  to  know  to  make  better 
decisions  next  time  around.  It  was  a  fantas¬ 
tically  useful  device*  In  those  days,  it  was 
generated  at  the  OSD  level.  You  now  call  it  a 
POM.  This  document  was  a  very  significant 
Invention.  And,  of  course.  In  those  days  the 
Systems  Analysis  office  prepared  those  drafts. 
These  documents  certainly  provided  more  rele¬ 
vant  Information.  They  contained  the  analytic 
support  for  the  decisions  and  provided  more 
timely  Information  for  the  Secretary.  But 
there  were  some  deficiencies.  They  were  very 
late  In  addressing  the  support  areas. 

As  that  system  began  to  mature,  prepa¬ 
ration  of  the  DPMs  eventually  had  two  Inter¬ 
esting  effects.  It  did  what  Colonel  Donahoe 
was  describing.  He  stated  that  he  did  not 
bridge  planning  and  programming,  he  merged 
them.  That  process  began  in  the  writing  of  the 
DPMs.  Now  it  Is  done  more  at  the  service 
level,  rather  than  the  OSD  level.  Programming, 
budgeting,  and  planning  began  to  come  closer 
and  closer  together  and  were  merged  into  al¬ 
most  a  single  process.  We  used  to  have  to 
write  our  own  PCPs,  which  I  think  you  now  call 
PDPs. 

1  think  the  other  Important  point  that  I 
would  make  Is  that  the  writing  of  that  Draft 
Presidential  Memo,  with  all  the  Implications 
that  It  carried,  was  a  highly  collaborative 
affair.  I  remember  very  well  having  service 
programming  people  sit  right  In  ray  office  as 
we  worked  out  the  program  consequences,  down 
to  rebaslng,  training  requirements,  trickle- 
down  aircraft,  etc.  We  used  to  do  that  whole 
process  collaboratively  with  the  military 
departments. 

So,  a  very  Interesting  reshaping  had 
taken  place  within  the  Department  of  Defense. 
An  unofficial,  de  facto  team  of  OSD  and  ser¬ 
vice  people  was  essentially  doing  this  plan¬ 
ning,  programming,  and  budgeting.  I  think  one 


of  the  tragedies  was  the  abortion  of  that 
developing — and,  I  thought,  ratner  Interesting 
and  fruitful — relationship. 

That  takes  us  through  about  1962,  with  a 
few  excursions  Into  the  future.  I'm  sure  I’ve 
used  up  my  time. 

Mr.  Murray:  John,  I'm  not  sure  you've  left  a 
lot  to  say.  Looking  back  on  that  early  era, 
for  those  of  you  who  weren't  there,  I  think 
the  Important  thing  Is  to  put  it  Into  context,  j 
It's  true  that  PPBS  was  formally  Introduced,  j 
and  It's  true  the  Systems  Analysis  office  was  , 
given  a  home  in  OSD,  but  the  thing  to  remem-  , 
ber,  really.  Is  that  the  true,  revolutionary 
change  that  occurred  then  was  the  adve.it  of 
Robert  McNamara  as  the  Secretary  of  Defense. 

Since  1947,  Secretaries  of  Defense  had 
been  trying  to  manage  the  department  with  a 
great  deal  of  frustration.  It  wasn't  until  the 
1958  Act  and  advent  thereafter  of  Robert 
McNamara  that  the  Secretary  really  took  over 
the  management  of  the  department  In  a  highly 
centralized  way.  It  was  centralized  to  a  de¬ 
gree  that  I  doubt  we  will  ever  see  again.  The 
PPBS  and  the  Systems  Analysis  office  were 
merely  tools  used  by  McNamara  to  gain  control 
over  that  department.  His  meti.od  of  operating  i 
the  department  has  not  survived.  He  thought  it  ! 
would.  | 

But,  surprisingly  to  me,  the  PPBS  and  the 
Systems  Analysis  office,  to  one  degree  or  j 
another,  have  indeed  survived.  I  was  very 
surprised  by  that.  I  can  recall  that,  at  the 
advent  of  the  Nixon  administration,  when 
Enthoven  was  leaving,  we  were  discussing  what 
we  had  accomplished  In  those  six  or  seven 
years.  He  said  that  he  really  felt  very  sat¬ 
isfied  that  he  had  established  the  Systems 
Analysis  office  as  a  permanent  part  of  the 
Defense  Department.  And  I  said  that  there  is 
no  way  that  this  office  can  be  a  permanent 
part  if  it  doesn't  have  the  enthusiastic  sup¬ 
port  of  the  Secretary  of  Defense.  Well,  It  had 
varying  degrees  of  attention  paid  to  It,  but, 
nonetheless,  it  did  survive.  Both  PPBS  and 
Systems  Analysis,  now  called  by  other  names, 
still  exist.  I  think  that's  really  a  major 
contribution  of  the  management  In  the  Depart¬ 
ment  of  Defense. 

The  things  that  FPBS  was  Intended  to  cure 
were  fairly  obvious.  The  budget  had  been  put 
together,  mostly  In  Input  terms,  budgetary 
categories,  and  appropriations  for  things  such 
as  manpower,  without  any  particular  distinc¬ 
tion  by  functions.  There  was  no  distinction 
between  Air  Force  manpower  for  tactical  air 
and  for  the  Military  Airlift  Command  or  SAC. 
The  new  programming  system  translated  that, 
more  or  less.  Into  output  terms.  Now,  they 
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weren't  really  output  terms.  They  were  allo¬ 
cations  to  functional  parts  of  the  Defense 
budget:  strategic  forces,  general  purpose 

forces,  airlift,  etc.  That  isn't  actually  an 
output,  because  simply  owning  the  forces  is 
not  an  output.  But  it  is  closer  than  it  had 
been  in  the  past,  and  it  did  permit,  1  think, 
somewhat  more  rational  decision-making. 

The  other  thing  that  it  did,  as  John  has 
mentioned,  was  extend  the  horizon  a  little 
into  the  future,  so  that  the  out-year  impli¬ 
cations  of  near-term  decisions  were  looked  at 
to  at  least  some  degree.  It's  true  that  people 
always  pay  most  attention  to  the  budget  year, 
and  that  will  always  be  the  case.  But,  at 
least,  there  was  a  vehicle  for  looking  at  the 
out-year  implications. 

The  thing  that  was  important  in  getting 
those  things  established,  I  think,  was  the 
presence  of  Robert  McNamara.  He,  indeed,  paid 
attention  to  analysis.  1  mean  he  really  read 
it  himself.  He'd  add  up  a  column  of  figures  so 
fast  that  it  would  embarrass  you  if  you'd 
added  them  up  wrong.  And  he  was  the  one  who 
looked  at  those  analyses  and  made  them  a  real 
part  of  the  system. 

Now,  there  were  obviously  problems  with 
the  system.  As  1  mentioned,  it  was  not 
strictly  an  output-oriented  system.  It  wasn't 
then,  and  isn't  yet,  either.  There  was  also  a 
problem  that  was  brought  up  by  Bob  Anthony, 
who  replaced  Charlie  Hitch  as  Comptroller.  It 
was  very  uncertain  how  these  decisions  were 
actually  carried  out.  Amounts  of  money  were 
authorized  and  programmed  for  given  functions, 
but  how  they  were  used  was  far  from  certain. 
That  goes  on  to  this  day. 

The  Systems  Analysis  input  was,  1  think, 
much  more  experimental  than  people  recognized 
at  the  time-  It  had  been  practiced  for  a  long 
time,  but  It  didn't  have  much  of  a  direct 
Influence  on  what  went  on  in  the  shaping  of 
the  Defense  budget.  In  the  McNamara  era,  it 
did  have  a  good  deal  to  do  with  what  went  on. 

I  think  that  one  of  the  major  troubles 
with  it  at  that  time  was  the  overwhelming 
power  that  the  Systems  Analysis  office  had. 
The  services  were  more  or  less  naked  and  de¬ 
fenseless  against  the  arrogant  young  Whiz 
Kids,  simply  because  they  hadn't  really  played 
in  that  game  before.  That  led  the  arrogant 
young  Whiz  Kids  to  become  even  more  arrogant, 
and  pretty  soon  we  believed  that,  not  only 
were  we  smart,  but  we  were  invariably  right. 
That  was  a  bad  thing,  and  I  hope  that  kind  of 
thing  doesn't  happen  again.  Since  that  time, 
the  services  have  developed  a  great  deal  of 
expertise.  And  now,  I  think,  OSD  is  given  a 
run  for  its  money  when  it  comes  up  with 


analysis  that  may  not  be  perfect  (as  none 
are) . 

I  think  it  is  interesting  the  way  the 
programming  system  developed  at  that  time. 
John  mentioned  the  DPMs,  the  Draft  Presi¬ 
dential  Memoranda.  Those  actually  got  started 
shortly  before  I  got  there,  which  was  during 
the  time  of  the  Cuban  missile  crisis  in  1962. 
Prior  to  that  time,  some  papers  had  been 
drafted — I  believe,  on  the  B-70  and  Skybolt  — 
for  President  Kennedy.  McNamara  was  so  pleased 
by  those  papers  that  he  said  that  this  is  a 
useful  kind  of  thing  and  we  ought  to  incorpo¬ 
rate  it  into  our  system. 

The  format  was  not  standard,  but  the 
general  idea  was  to  have  three  parts  to  each 
DPM.  Part  one  would  be,  supposedly,  what  the 
analysis  showed,  something  with  which  all 
reasonable  men  could  agree.  They  might  differ 
on  interpretation,  but  they  should  not  differ 
on  the  analysis.  Of  course,  that  was  a  bit 
idealistic;  nonetheless,  that  was  the  goal. 
The  second  part  was  McNamara's  interpretation 
of  what  the  analysis  meant.  What  should  be 
done  about  it  came  in  the  third  part.  This  was 
really  a  whole  section,  laid  out  in  consider¬ 
able  detail,  of  what  McNamara's  defense  pro¬ 
gram  was  going  to  be  unless  you  persuaded  him 
otherwise.  That  was  a  form  of  management  that 
obviously  was  completely  centralized.  It  was 
about  as  central  as  you  can  Imagine  the  system 
being.  Those  DPMs  were  sent  to  the  services 
for  reclaraas.  Reclamas  were  indeed  prepared 
and  entertained  but,  by  and  large,  rejected. 

The  trouble  with  the  system  was  the  myth 
that  there  was  no  arbitrary  budget  limit.  That 
was  something  that  President  Kennedy  had  said 
when  he  came  in.  It  soon  became  very  clear 
that  that  wasn't  the  case.  As  John  has  men¬ 

tioned,  this  caused  the  budgetary  trimming  of 
the  programs  toward  the  end  of  the  year  to  be 
more  and  more  extreme.  As  I  remember,  during 
the  last  year  of  Johnson's  administration,  the 
budgetary  cut  amounted  to  20  percent.  As  John 
also  said,  rational  programming  is  very  dif¬ 
ficult  when  you  take  cuts  of  that  size.  The 
DPMs  had  lost  their  credibility. 

Another  problem  was  that  the  services,  in 
my  recollection,  chose  not  to  play  the  game 

very  hard,  figuring  that  it  really  was  a 
losing  game  for  them.  Arguing  hard  over  the 

DPM  didn't  seem  to  be  getting  them  anvplace. 

So,  there  was  a  tendency  to  opt  out  or  tlip 
process,  which  was  a  very  dangerous  trend.  I 
can  understand  why  they  took  that  view,  but  it 
is  Impossible  to  run  the  Defense  Department 
from  room  3E880.  It  does  require  some  help 
from  the  services.  At  the  end  of  those  years, 
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we  had  a  problem  In  that  there  was  not  ade¬ 
quate  service  participation. 

We  also  had  a  problem  in  that  there  was 
not  really  an  adequate  fiscal  target.  It 
seemed  clear  to  me  at  the  time  that  having  no 
arbitrary  budgetary  limits  was  something  of  a 
fiction,  and  It  made  planning  very,  very  dif¬ 
ficult  . 

Beyond  that,  a  larger  problem,  which  is 
still  unresolved,  was  what  are  those  forces 
for  and  how  do  they  tie  to  a  national  strat¬ 
egy?  What  Is  the  connection?  The  connection 
was  tenuous  at  best. 

Some  of  the  work  that  was  done  in  indi¬ 

vidual  areas  was  quite  good  and  quite  com¬ 
plete.  I  think  the  work  that  was  done  In 

strategic  forces,  although  many  people  dis¬ 

agree  with  the  doctrine  now,  was  relatively 
thorough.  But  the  development  of  a  national 
security  strategy  was  only  very  loosely  linked 
to  the  Defense  budget. 

McNamara,  when  he  came  in,  had  cast  aside 
the  old  BNSP,  which  was  the  Basic  National 
Security  Policy,  on  the  grounds  that  it  was 
meaningless.  It  was  full  of  such  statements  as 
"We  will  withstand  the  forces  of  Communism 

wherever  they  may  rear  their  ugly  heads."  That 
wasn't  too  useful  for  programming;  so,  he  just 
threw  it  out.  The  only  trouble  was,  we  didn't 
really  have  anything  to  replace  it  with.  And 
we  still  don't. 

That's  getting  toward  tomorrow's  story. 
But,  at  the  end  of  the  McNamara  and  Clifford 
era,  a  lot  had  been  done.  Still,  It  was  clear 
there  were  problems  with  the  system  that  had 
been  created.  It  was  an  excellent  start,  and  I 
think  it's  become  clear  now  that  it's  unlikely 
we'll  ever  go  back  to  the  pre-1960s  days.  Many 
of  the  changes  Chat  were  made  then  have  stayed 
and  become  institutions.  They  were  not  imple¬ 
mented  as  well  as  you'd  like  to  see  them. 
Nonetheless,  a  start  was  made.  There  was  a 
long  way  still  to  go,  but  it  was  a  remarkable 
era.  Thinking  about  It  Is  somewhat  similar  to 
trying  to  think  about  the  Vietnam  war  today. 
One  has  to  put  oneself  back  Into  that  era  to 
understand  how  we  got  Into  that  mess.  By  the 
same  token,  to  understand  the  revolutionary 
change  In  the  way  the  Defense  Department  was 
managed,  it's  necessary  to  think  back  to 
Robert  S.  McNamara  and  how  different  he  was 
from  all  the  Secretaries  who  preceded  him,  and 
how  different  he  was  from  all  the  Secretaries 
that  have  followed  him.  Thank  you  very  much. 

Dr.  Smith-.  My  task,  as  I  understand  It,  Is  to 
give  you  a  summary  of  PPBS  for  the  decade  of 
the  60s.  That '8  somewhat  like  taking  a  sip 
from  a  firehose,  but  I'll  try.  I  haven’t 


really  thought  very  much  about  PPBS  for 
10  years.  The  reason  is  that  the  last  time  I 
gave  a  speech  about  it,  a  guy  stood  up  in  the 
audience  and  said  the  only  thing  meaningful 
about  PPBS  is  the  last  two  initials .  I  thought 
he  had  a  point. 

My  job,  at  one  time  In  the  Pentagon,  was 
Assistant  for  DPMs.  That's  a  magnificent  title 
and  I  have  never  had  one  since  that  was  quite 
as  good.  The  task  was  to  take  three  hundred 
pages  of  garbage  and  condense  it  to  20  rages 
so  that  the  world  would  know  what  this  par¬ 
ticular  discussion  was  about.  So,  what  I'm 
going  to  try  to  do  Is  take  what  my  two  col¬ 
leagues  have  said  and  edit  It  for  you  down  to 
Its  essence.  If  you  took  notes  then,  you  will 
have  a  very  good  backdrop  for  what's  about  to 
follow  because  I'm  really  going  to  try  to  put 
this  Into  perspective  for  you. 

What  was  PPBS  designed  to  do  as  It  was 
Installed  In  the  Department  of  the  Defense  and 
elsewhere  throughout  the  government  and, 
Indeed,  throughout  the  country?  These  are  some 
of  the  things  that  It  was  designed  to  try  to 
deal  with: 

First  of  all,  there  was  little  or  no 
central  leadership  In  the  Defense  Department. 
The  role  of  SecDef  was  that  of  a  judge  or 
referee;  he  wasn't  a  leader.  He  had  no  inde¬ 
pendent  staff  support.  So,  there  was  no  cen¬ 
tral  leadership. 

Secondly,  there  were  all  kinds  of  prob¬ 
lems  with  the  budgeting  system.  The  Defense 
budget  was  a  bookkeeping  device,  rather  than  a 
policy  instrument.  It  was  a  mechanism  for 
keeping  spending  down,  rather  than  an  in¬ 
strument  for  Integrating  strategy  or  forces  or 
costs.  The  information  in  the  budget  was  use¬ 
ful  at  very  low  levels  only;  it  was  not  really 
useful  at  higher  levels.  Strategy  and  forces 
were  considered  military  matters,  and  budgets 
were  considered  civilian  matters.  The  indi¬ 
viduals  working  In  these  areas  never  talked  to 
each  other.  (All  of  these  points  have  beon 
covered  by  my  colleagues.) 

There  were  arblt-ary  budget  ceilings,  If 
you  will,  and  there  were  Inflexible  service 
allocations.  From  1954  to  1961,  there  were 
only  minor  changes.  The  Air  Force  got  47  per¬ 
cent  of  the  budget,  the  Navy  got  29  percent, 
and  the  Army  got  24  percent.  It  really  didn't 
vary  very  much.  Budgets  had  a  one-year 
horizon. 

There  was  lots  of  criticism  of  the  bud¬ 
geting  process.  Maxwell  Taylor  talked  about  It 
in  The  Uncertain  Trumpet.  Congress  talked 
about  it;  the  Rockefeller  Report  of  1958 
talked  about  it.  No  one  was  really  happy, 
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because  requirements  planning  was  being  done 
without  explicit  regard  to  cost,  and  budget 
planning  was  being  done  without  regard  to 
need.  So,  open-ended  requirements  met  arbi¬ 
trary  budget  ceilings,  and  something  had  to 
give.  What  gave  was  rationality  and  reason, 
from  my  point  of  view. 

Let  me  comment  on  service  programs  versus 
national  programs.  I  remember,  back  in  the 
early  '60s,  having  a  Navy  admiral  tell  me  that 
a  particular  program  was  not  a  Navy  program 
but  a  national  program.  That  was  a  little 
disconcerting  to  those  of  us  who  thought  the 
whole  Navy  was  a  national  program. 

Budget  tactics:  The  services  were  mar¬ 
velous  at  budget  tactics.  There  was  the  "foot- 
in-the-door ,"  the  "thin-edge-of-the-budget- 
wedge,"  the  "gold  watches."  The  military  ser¬ 
vices  were  very  good  at  budget  tactics.  They 
had  shortages.  They  always  had  shortages. 
Someone  said  the  worst  thing  you  could  do  to  a 
service  was  to  take  away  its  shortages  because 
they  led  to  other  kinds  of  "goodies"  that  you 
could  get  later  on. 

In  addition  to  little  or  no  central  lead¬ 
ership  and  a  budgeting  system  that  really  was 
a  bookkeeping  device,  there  was  no  central 
plan.  There  were  only  the  individual  service 
plans  which,  when  put  together,  really  didn't 
make  a  whole.  There  was  duplication  in  R&D, 
and  a  lack  of  quantitative  standards  of  ade¬ 
quacy  for  almost  every  category  of 
procurement . 

Cost  estimates  were  as  about  as  good  as 
they  are  today.  Remember,  now,  I'm  describing 
1961.  If  some  of  this  sounds  vaguely  familiar, 
that's  not  my  fault.  But  this  was  the  per¬ 
spective,  if  you  will,  from  which  PPBS  came 
and  which  it  was  designed  to  cure. 

Now,  let  me  move  from  that  to  talk  about 
some  of  the  ideas  that  were  involved  In  PPBS. 
The  first  idea  was  decision-making  based  on 
the  national  Interest,  that  is,  decision¬ 
making  based  on  some  kind  of  explicit  national 
criteria,  rather  than  decision-making  based  on 
service  programs.  What  that  really  meant  was 
more  centralization. 

Another  intellectual  foundation  or  idea 
was  the  consideration  of  needs  and  costs  si¬ 
multaneously.  John  talked  about  that.  Ends  and 
means  do  interact.  And  what  Is  worth  trying  to 
do  depends  in  part  on  how  much  it  costs. 

The  third  idea  was  the  explicit  consid¬ 
eration  of  alternatives — real  alternatives, 
not  strawmen. 

A  fourth  idea  Involved  the  active  use  of 
an  analytical  staff.  That  was  the  Systems 
Analysis  office. 


A  fLfth  idea  was  the  multiyear  force  and 
financial  plan.  That  was  the  FYDP. 

The  sixth  idea  was  the  use  of  open  and 
explicit  analysis.  That  was  the  DPMa.  They 
provided  due  process,  if  you  will,  for  all  of 
the  interested  parties  in  the  process. 

The  ideas  behind  PPBS,  from  my  point  of 
view,  are  much  more  important  than  the  system 
itself.  It's  the  ideas  that  are  important  to  a 
management  system,  and  the  PPBS  was  wrapped 
around  those  six  ideas.  The  tools  that  came 
out  of  it  have  been  talked  about:  the  FYDP, 
the  DPMs ,  the  Systems  Analysis  office,  the 
Development  Concept  Papers,  Readiness  Tables, 
etc . 

What  does  all  of  this  mean?  What  ate  the 
implications  of  PPBS  in  the  early  days?  It 
led,  as  Russ  said,  to  more  centralized  plan¬ 
ning.  There  was  a  loss  of  individual  service 
authority.  This  led,  in  some  respects,  to 
overcentral lzat ion . 

A  second  implication  was  that  there  was, 
is  now,  and  Is  likely  to  be  in  the  future, 
more  civilian  input  into  this  process.  The 
Whiz  Kids  had  a  great  intellectual  commitment 
to  this  process,  but  they  didn't  have  a  life 
commitment  to  the  process — and  there  are  some 
differences.  There  was  more  quantitative  input 
into  the  system  and  less  qualitative  input 
than  there  had  been  in  the  past.  And  those  who 
have  thought  seriously  about  Vietnam  will 
worry  about  that  particular  Implication. 

Let  me  say  a  few  words  about  conceptual 
versus  practical  solutions.  There  was  an  em¬ 
phasis  on  quantification  and  perhaps  an  over¬ 
emphasis  on  cost.  Our  friend  Mendel  Rivers, 
who  was  then  Chairman  of  the  House  Armed  Ser¬ 
vices  Committee,  used  to  say,  "You  know  the 
cost  of  everything  and  the  value  of  nothing." 
He  may  have  had  a  point.  But,  in  essence,  PPBS 
was  a  management  philosophy,  and,  in  my  judg¬ 
ment,  during  that  period  its  benefits  out¬ 
weighed  its  liabilities.  Thank  you. 


Dr.  Cabe 
questions . 

I  would  like 

to 

open  it 

up 

to 

Quest  ion : 

John ,  you  make 

it 

sound  as 

If 

all 

this  evolved  on  the  job  in  OSD  in  1961,  '62, 
'63.  I  seem  to  recall  that  some  of  the  Intel¬ 
lectual  structure  for  PPBS  came  out  of  the 
Rand  Corporation — Dave  Novick  and  other  people 
like  that — In  the  '50s.  Am  I  right? 


Nr.  Keller:  You're  exactly  right.  As  a  matter 
of  fact,  it's  one  of  the  good  arguments  for 
Federal  Contract  Research  Centers  (FCRCs).  The 
general  design  of  the  PPBS  system  was  written 
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down  very  carefully  In  Charlie  Hitch  and 
Roland  McKean's  book,  The  Economics  of  Defense 
In  the  Nuclear  Age.  If  you  read  that,  you  will 
see  a  great  deal  of  the  work  that  was  done. 
Not  only  the  work  on  the  PPBS  system,  but  a 
lot  of  the  work  on  strategic  policy,  clearly, 
cane  out  of  the  Hand  Corporation.  A  lot  of  the 
Hand  people  did  some  very  careful  thinking  In 
the  l95Us.  There  was  a  long  history  of  careful 
analysis  and  work  on  the  part  of  very  Intel¬ 
ligent  people.  A  lot  of  people  In  the  Defense 
Department  at  the  tine  came  from  Hand. 

There  was  Charlie,  who  had  been  the  head 
of  the  Economics  Department,  Alain  Enthoven, 
and  Harry  Roland.  Harry  worked  in  ISA,  rather 
than  Systems  Analysis.  All  of  that  previous 
effort  was  an  Investment  In  the  kind  of  thing 
that  led  to  the  possibility  of  good  systems 
analysis  In  the  PPBS ;  so,  I  think  you  are 
exactly  right.  1  think,  Russ,  the  other  point 
you  made  earlier  is  an  Important  one  here.  All 
of  that  interesting  intellectual  work  done  in 
the  Rand  Corporation  and  other  places  during 
that  period  would  have  had  little  practical 
Impact,  were  It  not  for  this  extraordinary 
confluence  of  Secretary  McNamara,  Charlie 
Hitch,  and  Alain  Enthoven.  This  was  one  of 
those  unique  events,  I  think. 

Question:  Mr.  Murray,  the  services'  6taffs 
that  worked  with  you  over  an  8-year  period,  1 
would  guess,  changed  dramatically.  Can  you 
talk  a  bit  about  the  relations  with  the  ser¬ 
vices  and  how,  in  fact,  they  did  change? 

Mr.  Murray:  Yes,  I  think  there  was  a  change  in 
attitude.  The  attitude  when  I  got  there  had 
gotten  to  the  point  of  white-knuckle  hostil¬ 
ity.  I  think  that  moderated  to  some  degree  as 
the  Administration  went  on. 

On  the  other  hand,  it  wasn't  just  a 
matter  of  coming  to  terms  with  the  services.  1 
think,  to  a  great  extent,  the  services  simply 
dropped  out  of  the  conflict.  They  knew  it  was 
an  uneven  battle.  They  could  come  up  with  ali 
kinds  of  arguments,  and  the  Secretary  would 
seem  to  turn  them  down  on  every  occasion.  So, 
after  a  while,  they  appeared  to  give  up. 

One  of  the  remarkable  things  that  1  re¬ 

member  was  an  operation  called  693.  The  pur¬ 
pose  of  this  operation  was  to  get  $3  billion 
out  of  the  Fiscal  Year  1969  budget.  That  was 
the  first  time  in  that  era  that  I  can  recall 

where  the  services  were  each  given  "bogies"  of 
a  certain  amount  of  money  to  get  out  of  the 

budget.  They  went  back  to  their  offices  and 
came  up  with  the  money,  and  they  thought  it 

was  perfectly  wonderful.  They  were  just  de¬ 
lighted  to  be  able  to  do  this  on  their  own, 
without  having  the  Systems  Analysis  people 
telling  them  what  they  could  and  couldn’t  do. 


When  McNamara  came  in,  he  raised  the  Defense 
budget  by  about  20  percent,  from  about  $40 
billion  to  $50  billion,  and  they  hated  him. 
Laird  came  in  and  cul  the  budget,  and  they 
loved  him. 

Dr.  Smith:  There's  another  point  worth  making 
here.  In  addition  to  opting  out  of  the  system 
within  the  Pentagon,  the  services  chose  other 
arenas  within  which  to  play.  Congress  was  one 
of  them;  the  National  Security  Council  was 
another.  So,  opting  out  didn't  mean  opting  out 
of  the  process  entirely.  It  just  meant 
changing  the  venue  of  where  they  chose  to 

play. 

Question:  Can  you  tell  me  the  kind  of  support 
that  Mr.  McNamara  had  from  the  President?  Did 
Mr.  McNamara  have  total  leeway  for  everything 
in  the  Department  of  the  Defense,  or  did  he 
get  some  top-down  guidance  himself? 

Dr.  Smith:  I  would  assume  that  he  got  some 

top-down  guidance,  but  I  never  saw  a  word  in 
those  Draft  Presidential  Memoranda  changed 
from  the  "for  comment"  version  to  the  final, 
approved  version.  Russ,  did  you  ever  see  a 
word  change? 

Mr.  Murray:  No.  One  of  the  things  that  struck 
me  about  McNamara  was  his  incredible  loyalty 
to  the  0.,!ice  of  the  President.  I  don't  recall 
him  ever  coming  back  to  the  building  and 
saying,  "Gee,  fellows,  I  argued  for  this,  but 

the  President  turned  us  down."  There  was  never 

the  slightest  comment  along  those  lines.  What 
went  on  ^etveei.  him  and  the  President  was  a 
private  matter.  There  may  have  been  people 
tt.it  he  talked  to  In  the  Defense  Department, 
but  I  certainly  wasn't  In  that  circle.  I  hope 
very  much  that  he  has  written  his  memoirs  so 
that  we  will  be  able  to  learn  what  happened 
during  those  days. 

X  think  that,  after  the  assassination  of 
President  Kennedy,  he  transferred  the  same 
loyalty  to  President  Johnson  and  got  along 
with  him  very  well  for  quite  a  while,  until 
the  Vietnam  war  began  to  get  between  them. 
But,  until  that  time,  I  think  he  had  the 
greatest  respect  from  both  of  those  Presi¬ 
dent.  And  I  imagine  that  it  was  not  so  much 
guidance  handed  down  as  it  was  a  discussion 
between  them. 

Mr.  Keller:  Just  a  footnote  to  that:  There 
really  were  two  watersheds  involved  In  the 
evolution  of  PPBS  during  this  period.  One,  the 
change  from  President  Kennedy  to  President 
Johnson  and,  two,  the  heating  up  of  the 
Vietnam  war  in  the  fall  of  1965.  I  left  at 
that  point;  so,  I  really  cannot  comment  on  any 
of  that,  but  from  talking  to  other  people  1 
have  the  feeling  that  there  were  certainly 
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some  significant  alterations  as  a  result  of 
both  of  these  events. 

Question :  The  Vietnam  war  was  mentioned 
briefly.  I  have  the  impression  that  you  think 
that  PPBS  was  somewhat  Irrelevant  to  the  de¬ 
cisions  regarding  the  Vietnam  war.  I'm  curious 
how  you'd  respond  to  that.  But  I'm  really  more 
curious  about  what  you  think  the  effect  of 
PPBS  might  have  in  the  future  on  decisions 
similar  to  the  ones  that  you  saw  being  made 
when  we  got  involved  with  Vietnam. 

Dr.  Smith:  I  don't  know  whether  it  was  ir¬ 
relevant  or  not,  because  it  was  never  applied. 
It  was  not  used,  in  that  sense.  At  least. 
Systems  Analysis  was  never  given  a  charter,  to 
the  best  of  my  knowledge,  to  do  so.  They  did 
analysis,  but  1  don't  know  whether  it  was  used 
in  the  decision  process  or  not.  The  key  Issues 
there  were  judgment  calls,  not  quantitative, 
finite,  economic  analysis.  So,  I  don't  think 
it  was  given  a  fair  test. 

Question:  The  Whiz  Kids  had  disdain  for  mili¬ 
tary  judgment,  and  I  guess  Mr.  McNamara  did 
too,  in  a  lot  of  ways,  because  he  took  your 
Judgment  over  the  military  in  the  budget 
areas.  Why  weren't  you  called  upon  in  this 
kind  of  decision-making,  where,  clearly,  there 
were  some  important  economic  and  fiscal  ques¬ 
tions  that  needed  to  be  asked? 

Dr.  Smith:  That  is  an  excellent  question,  and 
I  cannot  answer  It  for  you.  I've  even  s  lid 
that  publicly  in  a  chapter  in  a  book.  I  raised 
the  same  question  that  you  just  raised:  Why 
weren't  they  asked?  I  don't  know. 

Mr.  Murray:  1  take  issue  on  the  comment  re¬ 
garding  disdain  for  military  judgment.  I  don't 
know  how  many  of  us  had  disdain  for  military 
judgment.  My  disdain  was  largely  fur  the  ar¬ 
guments  that  were  offered  up  in  defense  of  the 
service  positions,  not  disdain  for  military 
judgment.  As  a  matter  of  fact,  we  had  a  very 
distinguished  group  of  military  officers 
serving  in  the  Systems  Analysis  office,  many 
of  whom  I  respected  very  deeply.  They  were 
first-rate  people  and  delightful  to  work 
alongside. 

Question:  What  Interface  was  there  between  the 
OSD  staff  and  the  staffs  outside  of 
Washington,  such  as  the  ClnCs? 

Mr.  Murray:  We  had  absolutely  no  contact  that 
I  can  recall  with  the  ClnCs,  They  were  totally 
remote  from  the  world  in  which  we  worked.  A 
lot  of  people  have  said  that  that  still  is 
true  and  that  the  CinCs  have  insufficient 
influence  over  what  happens  in  the  design  of 
the  Defense  program.  1  think  that's  true.  I 
think  that  if  the  CinCs  had  more  influence, 

52 


you  might  find  a  difference  in  the  allocation 
of  resources.  I  think  you'd  probably  find  less 
emphasis  on  R&D  and  procurement  and  more  em¬ 
phasis  on  readiness,  ammunition,  and  such 
items  as  training. 

To  get  a  little  bit  off  the  subject:  1 
think  that  is  an  important  observation.  1 
think  that  is  one  of  the  arguments  for  having 
Dave  Jones’  proposed  reformation  of  the  Joint 
Chiefs  of  Staff  take  place.  I  think  it  would 
give  an  opportunity  for  the  CinCs  to  play  a 
more  effective  role  in  the  PPBS  process.  I 
don't  think  that  any  one  of  them  can  play  a 
particularly  effective  role  by  himself. 
Similarly,  I  don’t  think  that  any  particular 
service  alone  can  contribute  a  great  deal  to 
joint  problems.  The  services  are  constrained. 
Each  CinC  is  constrained  geographically.  For 
example,  CinCPac  can’t  really  comment  well  or. 
Bernle  Rogers'  needs  in  Europe.  But  a  strong 
JCS  organization  could  integrate  those  con¬ 
cerns,  understand  them,  and  make  recommenda¬ 
tions  as  to  rational  allocations.  A  direct 
answer  to  your  questions  is  that  we  didn't 
have  a  lot  to  do  with  the  CinCs,  and  that's  a 
bad  thing. 

Question:  I  have  three  observations  and  a 

question.  Observation  one  is  that,  despite 
this  PPBS  process,  the  service  percentages 
have  not  changed  since  1961.  I'm  not  sure 
exactly  why  that  is.  It  would  be  a  very  in¬ 
teresting  study.  Observation  two  is  that  this 
PPBS  FYDP  structure,  which  you  have  outlined 
as  yielding  an  inadequate  output,  is  not  a 
relevant  managerial  structure.  We  haven't  come 
to  grips  with  being  able  to  find  out  what  it 
is.  Observation  three  is  that  a  lot  of  us  owe 
our  education — maybe  the  Naval  Postgraduate 
School  even  owes  its  existence — to  the  notion 
created  in  1961  that  we  had  to  send  military 
officers  to  be  educated  to  defend  ourselves 
against  the  OSD  staff.  I  think  that,  overall, 
the  Department  of  Defense  Is  far  better  for 
that.  The  question  is  to  Mr.  Keller.  You  men¬ 
tioned  a  hundred  questions  that  the  Secretary 
asked.  Of  course,  we  get  about  two  hundred 
nowadays  every  summer,  and  if  they're  not 
asked  by  the  Secretary,  they’re  asked  by  the 
OSD  staff.  My  question  is:  Were  they  really 
McNamara's  questions,  or  did  the  staff  phrase 
them  for  him? 

Mr.  Keller:  My  impression  is  that,  for  the 
first  year  or  two,  they  were  very  largely  his 
personal  questions.  No  matter  what  you  think 
about  the  man  in  general,  he  has  an  extraor¬ 
dinary  mind.  He  had  an  enormous,  unbelievable 
capacity  for  work,  and  it  certainly  is  my 
belief,  from  all  the  evidence  I  saw,  that  most 
of  the  hundred  questions  in  those  first  two 
years  were  generated  by  him  out  of  the  docu¬ 
ments  that  came  across  his  desk.  I  believe  the 


questions  just  naturally  arose  In  his  nlnd.  To 
some  extent,  they  lacked  structure,  and  I 
think  that's  evidence  that  he  was  personally 
thinking  of  them.  But,  at  that  point,  we  were 
responding  to  his  hundred  questions  as  well  as 
the  services. 


Dr.  C&be:  I'd  like  to  thank  Russ  and  John  and 
Wayne  for  taking  time  out  of  their  busy  sched¬ 
ules  to  come  and  share  their  experience  with 
us  this  evening.  I  think  I  can  speak  for  the 
rest  of  the  group:  It's  certainly  been  re¬ 
warding,  and  I  want  to  thank  you  very  ouch. 
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COMPARATIVE  VIEW  OF  ARMY  PROGRAMMING 


by 

Major  General  Max  Noah,  USA 

Director,  Army  Program  Analysis  and  Evaluation 

and 

Colonel  Thomas  P.  Carney,  USA 

Directorate,  Army  Program  Analysis  and  Evaluation 
IDACSDPD) 


Noah:  It's  a  great  pleasure  to  address 
this  distinguished  group,  and  I  want  to  com¬ 
pliment  the  Navy  and  CNA  for  hosting  the  ses¬ 
sion.  It's  very  Important,  1  think,  for  us  to 
get  together  in  this  business.  Looking  at  the 
art  and  science  of  programming — the  art  of 
programming  is  picking  what  you  want  to  pro¬ 
gram  and  analyzing  it — I  would  say  the  science 
tends  to  be  more  of  the  analysis  and  evalu¬ 
ation  that  we  do,  although  there's  a  little 
art  in  that  too. 

Basically,  our  calk  today  will  be  on  how 
we  in  the  Army  ti'jf  to  go  about  programming! 
I'll  give  an  overview  of  that,  and  then  Tom 
Carney,  who  is  head  of  our  programming  shop 
that  actually  puts  it  together,  will  give  you 
an  inside  look  at  what  we  do  In  the  Army  pro¬ 
gramming  process.  We  will  try  to  look  at  the 
past,  present,  and  future  but  actually  center 
more  about  the  present  of  where  we're  going 
and  reflections,  of  course,  on  the  future. 

Programming  is  an  interesting  process,  as 
I  say.  Most  of  our  action  officers  over  In  the 
Pentagon  seem  to  look  at  themselves  about  like 
that,  the  PPBS  system.  [SLIDE  1|  We  meet 
together  In  a  room — actually,  it's  outside,  in 
the  Comptroller's  office — in  a  Program  Budget 
Committee  (PBC),  and  we  go  at  it.  My  bosses 
see  it  a  little  differently. 

Slide  I  * 


The  Secretary  of  the  Army  came  into  the 
world  of  PPBS  when  he  joined  us,  and  all  the 
acronyms  we  gave  him  sometimes  confused  him. 
[SLIDE  2J  Since  that  early  point  in  his 
tenure.  Secretary  March  has  become  very  adept 
at  the  language  of  PPBS.  Actually,  what  we  do 
when  we  start  to  poop  him  up  for  DRB,  which  he 
plays  in  very  well,  is  to  take  the  guy  who  can 
talk  to  him  and  who  is  not  normally  me — 
sometimes  it's  Tom  Carney,  sometimes  it's  Dick 
Mallion,  and  sometimes  it's  somebody  else  he 
wants — and  he  goes  in  and  feeds  it  to  him.  And 
when  the  Secretary  comes  out,  he  has  it  in  his 
head  pretty  well. 


Here  (pointing)  is  the  Chief  of  Staff, 
General  Meyer.  Before  he  became  Chief,  as  the 
Array’s  DCSDPj,  he  recognized  that  plans,  poli¬ 
cies,  or  visions  should  driv<  the  program,  but 
not  vice  versa.  But  his  planners  used  to  stay 
immersed  in  a  different  world  from  ours.  They 
worked  in  the  world  of  the  beyond,  and  they 
were  not  visible  when  programmers  needed  their 
guidance;  consequently,  we  couldn't  benefit 
from  their  wisdom.  As  a  result,  the  program¬ 
mers  would  make  the  assumptions  as  required  to 
program  the  Army.  The  planners  would  ulti¬ 
mately  deliver  the  plan  but  often  long  after 
the  programmers  had  done  their  work.  Then,  of 
course,  as  many  of  you  know  from  10  years 
back,  the  budgeteers  would  take  over  and  shape 
the  real  service. 

We've  tried  to  get  those  together  and  in 
the  right  sequence.  The  Chief  has  pushed  this 
hard.  And  he  feels  that  the  planning  element 
is  very  critical.  In  fact,  we've  built  a  fair 
system,  which  is  sort  of  summarized  at  the 
bottom  of  this  chart,  and  I'll  talk  about 
pieces  of  that.  Of  course,  there  is  the  De¬ 
fense  (Xiidance,  the  Army  goals  doctor  and 
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shape  what  we  call  the  Arrav  plan.  Then  that 
goes  on  Into  the  program  and  budget,  which  we 
execute  that  way. 

I  SLIDE  3)  In  tae  Army,  this  Is  the  pro¬ 
grammers'  target:  to  combine  readiness, 

structure,  sustainability,  and  mobilization. 
It  ‘s  a  balance  that  we  look  for,  and  that 
balance  Is  quite  critical  to  us  because,  If 
any  part  of  it  ‘.s  out  of  balance,  you  can't  do 
something.  That's  General  Meyer's  view,  that 
we  need  to  be  ready  for  sustained  land  combat 
anywhere,  anytime.  Of  course,  we're  wrapped 
around  the  elements  called  contingency  plans, 
and  we  actually  shape  the  Army  based  on  that. 
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Before  I  get  Into  the  discussion,  I'd 
like  to  take  a  look  at  this  question  because 
sometimes  it  bothers  us.  (SLIDE  4(  I'm  not 
sure  the  other  services  will  sign  up  with  our 
portrayal.  This  view  of  the  Navy  and  the  Air 
Force  Is  somewhat  glib;  l  will  admit  to  that. 
But  It  bothers  us  sometimes  the  way  people 
look  at  us.  Each  service  has  a  definite  char¬ 
acteristic.  and  1  would  say,  even  without 
considering  the  customs  and  traditions,  each 
service  programs  toward  targets.  The  target  1 
would  submit  Is  what  I  showed  before,  and  the 
end  results  are  quite  different  in  terms  of 
physical  products  organization.  That  alters 
and  affects  the  way  we  view  ourselves  and  the 
way  others  view  us.  It  affects  the  way  we  do 
business. 

If  I  could  characterize  our  force,  I 
would  say  the  Army  Is  much  more  homogeneous  In 
a  sense  than  the  10,000  Items  connote.  Our 
basic  cutting  edge  In  the  Army  Is  the  divi¬ 
sion.  We  build  a  program  to  support  a  force 
made  up  of  divisions.  We  fight  on  and  around 
and  above  the  land.  We  do  not  deploy  ourselves 
strategically.  We  are  a  mass  of  "eaches."  We 


have  arms  and  services  that  shape  those  eaches 
Into  a  battle  formation,  lnfantrv,  armor, 
field  artillery,  etc.  W<- ' re  represented  In  a 
lot  of  separate  parts. 
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innovative  architects  who  try  to  shape  that. 
For  us  who  have  to  do  it  in  the  final  result  — 
I'll  grant  you--it  poses  a  complex  task,  but 
It  Is  not  Impossible.  We  think  we  are  a  long 
way  toward  solving  that  problem  of  how  to  do  a 
complex  task.  It  evokes  quite  a  bit  of  argu¬ 
ment  at  times.  Notional ly,  and  In  a  very 
pragmatic  sense,  what  we  sec  In  programming  Is 
a  power  structure  that  we  are  attempting  to 
build.  And  I’m  not  talking  about  a  power 
structure  in  a  bureaucratic  sense;  I'm  talking 
about  a  power  structure  that  is  able  to  deter 
war  and,  if  necessary,  go  fight  It,  once  we 
get  on  the  land  where  the  Navv  and  the  Air 
Force  put  us.  It's  got  a  lot  of  dimensions, 
it's  got  millions  of  eaches. 

The  four  pillars  that  we  in  the  defense 
program  use  and  that  we  are  measuted  for  In 
the  final  result  in  a  sense  of  priorities  are 
shown  up  there  at  the  top.  ISLIDE  5)  We  have 
to  fit  that  Into  this  force.  Readiness,  of 
course,  Is  our  first  priority.  Capability — 1 
would  rate  that  both  qualitatively  and  quan¬ 
titatively,  both  in  a  modernization  sense  and 
in  a  f i  11 -up-before  sense:  How  big  a  force  do 
you  need?  Of  course,  we  have  something  else  to 
worry  about:  Ohce  we  get  somewhere,  how  long 
can  we  sustain  that  force  there? 

Filling  in  that  "Notional"  box  is  the 
problem  we  have  basically  on  the  programmer’s 
side,  where  we  go  Into  a  session  looking  at  a 
Defense  Guidance  before  it's  written  and  try 
to  make  sure  we  meet  it  after  it's  written. 
Those  Items  in  there,  the  eight  items  you  see 
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listed  from  "Structure"  down  through  "Sus¬ 
tain,"  you'll  see  again.  We  use  those  as 
checkmarks  or  boxes  as  we  go  down,  making  sure 
that  we've  got  our  program  together  for  the 
Army. 


(Xir  management  concept  in  the  Army 
(SLIDE  6]  is  shown  in  these  three  tiers. 
First,  on  the  goals  and  objectives — which  are 
primary,  of  course — I  would  say  those  are 
formed  up  in  a  participative  manner  quite  well 
with  our  MACUMS.  For  those  of  you  who  are  not 
familiar  with  the  Army,  we  put  together  In 
almost  every  organization  many  of  the  same 
different  functions.  So,  the  infantry  doesn't 
go  to  war  by  itself  or  the  engineers,  or  the 
signal,  or  whatever-have-you.  those  (Infantry, 
engineers,  signal,  etc.)  are  in  each  element. 

To  do  that,  we  have  a  series  of  organi¬ 
zations.  TRADOC,  which  is  our  Training  and 
Doctrine  Command,  puts  together  the  doctrine 
and  performs  the  training.  That  marriage  we 
found  to  be  quite  useful,  as  have  other  com¬ 
mands  in  other  services.  DARCCM  is  our  systems 
command,  if  you  will.  Defense  Acquisition  and 
Readiness  Command.  The  products  that  one  of 
those  helps  design  the  other  produces,  in  both 
manpower  and  materiel.  They  spill  out  into  our 
operating  commands.  USAREUR  is  our  largest. 
FORSCOM,  which  we  call  the  world's  largest 
reserve-  here,  In  the  States,  and  Eighth  Army, 
are  examples  of  the  MACOtS.  Then  we  have 
MACOMS,  such  as  the  Army  Communications  Com¬ 
mand,  Intelligence  and  Security  Command 
(INSCOM),  Corps  of  Engineers,  and  others  that 
have  specific  tasks  to  do  in  that  arena.  Those 
are  the  MACOMS  that  participate  with  us  when 
those  goals,  objectives,  policies,  and  plans 
flash  up. 

When  we  go  into  programming  and  budget¬ 
ing,  we  go  more  into  centralized  programming 
and  budgeting.  That  does  not  mean  we  do  it 
with  the  door  shut,  although  it  has  in  the 
past.  It's  a  problem  we've  had  in  the  past, 
not  being  able  to  recognize  the  MACCMS*  world. 
It's  one  we  hope  to  open  some  this  year,  but 
not  necessarily  have  them  vote  on  the  final 
result  as  to  where  we  go.  That  Is  done  because 
of  the  rapidity  with  which  we  have  to  move 
through  the  program  process.  It  1 s  a  much  more 
centralized  program  In  budgeting,  yet  visible 
to  the  degree  that  It  is  propitious  to  let  the 
MACOMS  look  in. 

Execution  Is  decentralized.  (SLIDE  7J 
Again,  you  go  to  a  command  execution,  where 
the  commander  in  the  field  becomes  more  the 
important  one  to  do  what  he  ha3  to  do — of 
course,  within  guidance.  The  game  Is  played 
between  those  three  bars.  The  goals,  policies, 
and  objectives  I  would  highlight  because  we've 
tried  to  do  that  this  year.  To  bring  this 
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together,  you  have  to  have  a  common  sheet  of 
music.  We  came  up  with  seven  goals  from  a 
process  that  started  a  year  ago  August,  out  at 
the  Xerox  Center,  where  the  Secretary  and  the 
Chief  got  both  the  Secretariat  and  the  Army 
staff  together  at  the  principal  level.  By  last 
spring,  they  had  put  together  an  approach 
toward  Army  goals. 

There  are  seven  of  them,  as  1  mentioned; 
Tom  will  show  them  to  you  later  on.  But,  ba¬ 
sically,  there  are  some  fairly  complex  ones  to 
address.  They're  not  necessarily  to  build  an  X 
division  for  us  or  anything  as  specific  as 
that.  They're  more  the  goals  of  standards  of 
how  you'd  like  to  build  something.  For  In¬ 
stance,  we  have  a  leadership  goal.  That's  an 
interesting  one  to  try  on  for  size  if  you  ever 
want  to  go  out  and  try  to  build  an  hour's 
presentation:  "How  to  do  a  leadership  goal." 
My  predecessor  quite  removed.  General  Max 
Thurman — who's  sometimes  famous  or  sometimes 
Infamous — did  a  pretty  good  job  of  that. 

"Human  goal,"  that's  not  too  hard.  That's 
people  goal,  materiel  goal,  etc.,  like  that. 
But  some  of  them  were  fairly  complex.  The 
Chief  assigned  each  of  those  goals  to  one  of 
our  three-star  staff  members — goal  tenders,  if 
you  will.  That  was  done,  and  they  reported  out 
on  that  in  April.  In  May,  those  were  approved 
by  our  policy  council. 

Then  we  took  those  goals  and  used  them  as 
a  framework  and  actually  reported  out  tasks  at 
the  commanders'  conference  and  had  the  Army 
commanders — who  had  never  played  on  those 
goals  before — report  on  what  they  were  doing 
in  those  arenas.  Those  are  the  MACOM  com¬ 
manders.  And  there  you're  talking  about  a 
table  full  of  25  folks  or  so,  with  9  four- 
stars  out  of  12  or  so,  sitting  there  and  going 
at  the  business  on  the  framework  of  goals.  And 
it  worked  quite  well,  I  must  say.  This  year, 
we're  going  to  try  goals  in  a  fairly  complex 
prioritizing  scheme  in  the  Army  programs. 

Standard  chart.  (SLIDE  8]  It's  our 
cycle,  as  it  is  with  all  services  and  agen¬ 
cies — not  atypical.  It  fits  in  as  well  as  it 
can  with  outside  and  inside  input.  We  build  an 
Army  Plan,  starting  In  September,  and  have 
that  finalized.  Again,  notice  that  we  don't 
put  the  Array  commanders  per  se  into  this 
stage,  but  we  do  let  them  have  a  succinct 
input  called  the  PARR,  which  is  the  Program 
Analysis  Resource  Review. 

In  the  Army  staff,  we  go  through  a  drill 
that  Tom  Carney  will  talk  about,  and  then  the 
Defense  Guidance  arrives.  Actually,  we  start 
working  on  Defense  Guidance  much  earlier. 
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The  big  thing  that  does  arrive  here — and 
causes  us  a  problem  and  probably  is  a  subject 
of  many  questions,  etc. — is  Fiscal  Guidance, 
the  bottom  line,  or  the  top  line,  or  whatever 
you  want  to  call  it.  So,  we  have  a  lot  of  work 
to  do  before  that  time.  I  would  like  to  have 
it  sooner.  Everybody  would.  I  think  that 
sometimes  you  have  to  recognize  the  flip  side 
of  that  record,  realizing  that  the  big  guys 
don't  want  to  make  early  decisions.  We  go  into 
the  POM  preparation  from  April  to  May.  That's 
a  time  out,  guys;  the  decision  is  made,  we're 
going  to  sit  and  write  and  do  our  thing.  Then, 
of  course,  we  go  through  the  rest  of  the 
cycle,  which  is  common  to  all  the  services. 

Defense  Guidance  means  a  lot  of  things  to 
a  lot  of  people.  [SLIDE  9]  First,  I  would 
say  to  the  strategist:  We're  thinking  of 
global  conflict,  or  the  chance  to  deter  war 
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or.  if  necessary,  to  fight.  To  the  straight 
planner  himself:  We're  taking  those  long-term 
goals  and  putting  them  together.  [SLIDE  10] 
But,  to  the  programmer — and  we’re  entering 
that  stage  right  now  In  the  Defense  Guidance — 
It's  quite  a  different  thing.  It  appears  In 
the  end  result,  but  we  also  see  It,  right  from 
the  beginning,  as  a  load  of  have-to-do's — in 
the  jargon,  "must  funds,"  If  you  will — with  a 
small  sack  on  our  back  of  what  to  do  It  with. 

Now,  that  Is  quite  a  simplistic  view,  and 
I  don't  Intend  to  get  across  the  idea  that 
that’s  the  only  way  we  would  look  at  it.  But 
we  do  have  to  concern  ourselves  with  that.  And 
the  word  “affordability"  steps  in  here.  De¬ 
termining  final  affordability  Is  much  above  my 
pay  grade  and  perhaps  that  of  anybody  else  In 
the  room.  Maybe  not;  I  don’t  know.  But  the 
bottom  line  you  have  to  work  within  and  work 
toward,  if  you  can,  is  to  be  ready  to  tell 
people  what  It  takes  to  put  together  a  defense 
budget.  In  our  sense,  the  process  of  develop¬ 
ing  the  Defense  Guidance  is  actually  partici¬ 
pative  management.  As  I  tell  everyone,  you  get 
quite  a  bit  with  that.  You  not  only  get  the 
goods — there  are  a  lot  of  goods,  with  that  — 
but  you  also  get  the  bads.  You  know,  like:  "Do 
you  want  me  to  take  your  left  arm  off  or  your 
right?"  or  things  like  that.  So  you  have  to 
answer  those  questions.  That's  a  problem  we 
face,  once  we  get  into  the  business.  You  can't 
always  blame  it  on  the  other  person. 

We  get  a  lot  of  help  in  forming  our  guid¬ 
ance.  [SLIDE  111  We  have  the  joint  planners' 
view:  the  Joint  Intelligence  Estimate  for 

Planning  (JIEP),  the  JSPD,  and  the  JPAM.  We 
also  have  Army  products.  We  have  a  long-range 
appraisal  called  Total  Army  Analysis.  This  is 
an  assessment  based  on  war  gaming  that  Is  done 
by  our  Concepts  Analysis  Agency.  This  analysis 
leads  to  the  development  of  our  structure. 
That  is  our  first  thing,  to  settle  our 
structure  to  meet  a  threat.  That  goes  in  as 
one  input  to  the  Army  Plan  and  POM.  Another 
input  is  the  doctrine.  [SLIDE  12) 

A  little  aside  here  on  the  doctrine: 
Obviously,  if  you  have  to  have  a  war,  you're 
going  to  fight  It;  you'll  put  something  to¬ 
gether  and  go  to  it.  Our  Air/Land  Battle  2000 
actually  came  out  of  a  substantive  dialogue 
between  TKADOC  and  Tactical  Air  Command  at 
Langley  a  few  years  ago.  For  Instance,  we  had 
to  consider  a  way  to  stop  the  Soviet  attack  in 
the  way  that  they  go  at  it  in  this  envelopment 
doctrine.  We,  therefore,  had  to  come  up  with 
something  to  counter  that. 

This  has,  just  now,  really  started 
aborning.  Although,  it  was  born  a  year  and  a 
half  ago  in  the  Army — aid,  I  would  say,  in 
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other  parts  of  the  Department  of  Defense — it's 
starting  to  take  hold  now.  In  fact,  Ben 
Sherman's  magazine  has  the  NATO  deep-attack 
article  in  it  this  month.  I  just  saw  it  in  the 
last  couple  of  days;  1  haven't  read  it  yet. 
You  know  that  General  Rogers  is  starting  to 
talk  that  way  in  Europe.  You  also  know  that 
Europeans  are  not  that  wild,  it  appears,  to  go 
into  this.  There  are  a  lot  of  things  in  that 
air/land  battle  from  the  general  defense, 
position,  status  that  the  leadership  in  Europe 
are  either  for  or  against.  But  I  would  mention 
that  it  is  a  blueprint  for  us,  and  it's 
starting  to  shape  the  wav  we  go.  Obviously, 
when  you  have  the  choice  between  the  howitzer 
and  a  better  way  to  look  out  at  this  blue¬ 
print,  you  have  to  consider  both;  before,  you 
did  not  have  the  opportunity. 

FM100-5  is  our  "to  fight"  manual.  We’re 
on  the  second  edition  of  it  right  now.  And,  of 
course,  there  is  the  mission-area  analysis.  1 
mention  mission-area  analysis  because  it’s 
going  to  come  up  today  in  two  contexts.  Mis¬ 
sion-area  analysis,  which  flows  from  Depart¬ 
ment  of  Defense  directives,  as  done  in  the 
Army  schools  in  twelve  mission  areas.  One 
mission  area,  for  instance,  is  close  combat; 
another  Is  fire  support.  There  are  many 
others.  As  the  former  commandant  of  the  en¬ 
gineering  school,  I  can  tell  you  we're  working 
on  one  called  "Engineering  Combat  Support  and 

Mine  Warfare."  Work  in  these  areas  is  a  guite 
substantive  undertaking. 

The  mission-area  analysis  was  also  used 
last  year  as  our  primary  prioritizing  guide  as 
we  went  into  our  POM.  It  did  not  work  loo 

well.  As  they  said,  "As  soon  as  we  got  every¬ 
thing  prioritized,  we  showed  It  to  the  three- 
stars,  and  all  the  pet  rocks  floated  to  the 
top."  There  was  a  reason  for  that,  I  would 
contend.  In  that  mission-area  anilyses  nave 
some  implicit  assumptions  in  them.  In  other 

words,  you've  got  a  country  that’s  ready  to 

provide  you  with  almost  anything  you  need 
because  the  war  Is  on. 

And,  number  two,  you've  got  an  economy 
that  Is  dedicated  to  that.  That  isn’t  the  way 
today,  as  you  well  know.  You’ve  got  to  fight, 
convince,  justify  evetything  von  need,  and  you 
have  a  substantially  more  constrained  budget 
than  we  want.  We’ve  go,  .or  Congress  to  con¬ 
vince.  They've  git  political  problems,  one  way 
or  another,  that  have  to  he  considered.  We’ve 
got  contractual  problems  with  Industry.  All  of 
this  has  to  be  considered.  So,  this  year,  we 
will  try  to  broaden  our  look  at  prioritiza¬ 
tion,  although  mission-area  analysis  Is  one  of 
our  biggies  as  we  p,o  Into  the  business. 


About  2  years  ago,  our  planners  came  up 
with  the  way  they  wanted  the  Army  to  go,  but 
still  the  programmers  were  the  ones  that  had 
to  pull  It  out  of  everybody  as  to  how  we  were 
going  to  program  the  Army  structure. 
[SLIDE  13]  During  the  last  2  years,  we 
started  in  on  what  we  call  the  Army  Plan, 
which  right  now  has  grown  Into  a  fairly  good 
document.  When  1  say  "fairly  good"  rather  than 
"superb,"  I'm  saying  it  from  a  programmer's 
view,  in  that  they  still  would  like  us  to  get 
a  little  more  money  for  them  to  do  the  job 
with.  I'm  referring  to  planners  versus  pro¬ 
grammers.  I  don't  object,  as  long  as  they 
don't  try  to  lead  us  too  fat  ,  because  that 
plan  goes  out  to  our  Army  and  MACGMS,  and  they 
say:  “Oh,  this  tells  me  to  do  this;  therefore, 
I  will  put  resources  into  it."  Hie  resources 
come  in,  and  we  get  a  stack  of  tills  much  to 
do,  witlt  that  much  to  do  it  with.  As  usual, 
the  programmers  get  to  be  the  bad  guys  when 
you  start  slicing  off.  But  we've  helped  solve 
that  one.  too,  because  the  guys  who  wrote  the 
plan  are  also  the  priori  tizers  of  the  Army. 
So,  we  say,  "Nope,  they're  the  bad  guvs." 
(That's  not  really  true,  we're  not  in  the 
business  of  pointing  fingevs.) 


Sink  13 


That's  sort  of  a  colloquial  context,  but 
the  DCSOPS  In  the  Army  staff  is  also  the  pri- 
oritizer  of  the  Array — really,  like  us  all,  he 
Is  the  recommender,  because  the  key  priori- 
tlzer  Is  the  Secretary  or  the  Chief.  And  they 
play  very  actively  there. 

You  see  what  it  does.  The  Armv  Plan  Is  a 
good  document.  It's  something  we've  needed  for 
a  long  time.  It  pulls  together  everything  we 
do  Into  .  fairly  decent  set  of  guidance  for 
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the  programmer.  It  does  It  about  as  well  as  we 
can.  There  are  certain  things  we  can  improve 
and,  with  that,  I  would  ask  the  rhetorical 
question!  [SLIDE  14]  This  slide  is  actually 
for  you  to  stare  at  while  Tom  comes  up,  and  I 
will  sit  down. 


Slide  14 


General  Noah  gets  the  exciting  part,  and 
I  get  the  nitty-gritty  about  how  the  Army 
staff  puts  all  this  together.  [SLIDE  16]  The 
basic  steps  on  this  yellow  brick  road  leading 
down  to  the  POM  are  basically  in  the  October 
timeframe,  and  of  course,  it  starts  much,  ouch 
earlier.  In  the  October  timeframe,  we  have  to 
review  and  set  the  force  structure  as  the 
start  point.  This  does  not  mean  that  the 
Army '8  number-one  priority  is  force  structure 
because  we  do  it  first;  on  the  contrary.  What 
we  need,  to  drive  our  other  computers  however, 
is  an  early  decision  as  to  what  this  start 
point,  force  structure,  will  be.  Because  of 
the  complexities  of  the  Army  that  General  Noah 
described,  the  basic  building  blocks  are  that 
structure.  The  computers  drive  out  the  re¬ 
source  and  personnel  requirements  as  we  move 
on  down  the  road. 

There  will  be  a  recalculation  of  person¬ 
nel  and  equipment  requirements.  Of  course, 
guidance  will  be  bouncing  up  against  that 
structure  that  we  set.  But  don't  forget  that 
it's  a  little-bitty  old  guidance.  We're 
watching  very  carefully  as  Section  IV  of  the 
Defense  Guidance  walks  into  that,  to  make  sure 
we're  in  as  close  as  we  possibly  can  be. 


Col.  Carney:  Put  me  into  context.  [SLIDE  151  Slide  lb 
If  you  are  with  the  Navy,  1  do  what  Ray  Walsh 
does.  If  you're  with  the  Air  Force,  I  don’t 
really  have  a  direct  counterpart,  but  Dale 
DeFrank  comes  closest.  And  if  you're  from  the 
Naval  Postgraduate  School,  I'm  the  guy  they 
still  talk  about  that,  after  2  years,  never 
learned  to  spell  ''stochastic."  I  owe  a  great 
debt  to  them,  though.  I  took  ten  strokes  off 
my  handicap  while  I  was  up  there. 

Slide  15 


We  then  go  ahead  with  those  recalcula¬ 
tions.  Another  major  point  where  guidance 
plays  a  major  role  is  the  analysis  of  this 
base  program  and  all  the  change  proposals  that 
will  be  coming  in.  I  will  describe  this  later. 
We  go  through  a  process  of  reprioritization  in 
the  March  timeframe.  Guidance  plays  a  major 
role.  Then,  finally,  there  is  the  review  by 
our  top-level  committees,  boards,  Secretary, 
and  the  Chief  before  the  POM  is  locked  and 
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written  up,  and  the  data  is  squared  away. 
Those  are  the  major  steps  as  we  move  on  down 
toward  the  POM. 

[SLIDE  17]  The  building  blocks  from 
which  we  put  this  program  together  are  called 
PDIPs,  or  Program  Development  Increment  Pack¬ 
ages.  I  would  not  put  the  PDIP  into  the  con¬ 
text  of  a  managerially  relevant  construct,  as 
has  been  discussed  previously.  But  we  do  find 
it  an  interesting  way  of  going,  and  it's  not 
unlike  the  process  briefed  by  the  Air  Force 
yesterday.  We  are  not  looking  and  building  our 
program  toward  the  appropriation  directors. 
Rather,  we  are  looking  toward  increments  of 
capability  or  new  initiatives  or  old  initia¬ 
tives  in  terms  that  are  meaningful  to  deci¬ 
sion-makers  and  prioritization  committees  on 
such  things  as  the  MLRS  rocket. 

A  PDIP  on  the  MLRS  rocket  will,  in  fact, 
include  all  appropriations,  all  the  resources 
required  to  fill  that  particular  system  over 
the  5-year  period.  The  National  Training  Cen¬ 
ter,  in  turn,  will  have  the  resources  of  all 
appropriations . 

So,  it's  not  program  directors  who  are 
building  these  PDIPs  but,  rather,  functionally 
oriented  elements  of  the  Array  staff  and  sub¬ 
ordinate  commands  of  the  Department  of  the 
Army.  The  programmer,  then,  is  viewing  across 
appropriations,  but  we  have  an  Integrated  data 
base  which  will  allow  us  to  then  spit  it  out 
in  terras  that  are  meaningful  to  appropriation 
directors  when  we  go  to  the  budget  timeframe. 

[SLIDE  18]  Why  PDIPs?  Well,  clearly,  we 
were  sort  of  forced  into  the  PDIP  business 
under  the  ZBB  and  ZBP  notions  of  the  previous 
administration.  Why  do  we  continue  them?  Pri¬ 
marily,  because  we  find  that  it  is  a  good  way 
to  go.  It  has  accommodated  the  way  decision¬ 
makers  think  in  these  functional  increments, 
if  you  will.  It  does  wrap  up  the  total  package 
resources  required  to  field  the  particular 
capability  represented  by  that  initiative.  It 
does  give  us  a  certain  total  cost  visibility. 
I  use  the  word  "total"  carefully  because  we 
are  talking  about  an  increment  on  top  of  what 
is  going  on  in  the  field.  We  are  not  talking 
about  the  BCE  that  I  have  to  take  that  MLRS 
program  up  to  and  defend,  whether  it  is  at  a 
DSARC  or  an  ASARC.  We  understand  that.  It  is 
the  Incremental  resources  required  to  accom¬ 
plish  the  given  objective. 

Does  it  facilitate  cross-staff  coordina¬ 
tion?  This  is  a  very  important  aspect,  be¬ 
cause,  as  the  battle  in  the  program  review 
timeframe  grows  hotter,  things  get  turned 
around  very  fast.  In  late  March  and  early 


April,  I  am  the  owner  of  the  data  base  who  has 
to  assure  the  leadership  that  this  data  base 
is  reflecting  their  decisions.  And  so,  when 
the  decision  is  made  to  trim  the  MLRS,  for 
example,  a  little  point  of  contact — a  PDIP 
POC — will  come  running  down  the  hallways  and 
try  to  get  that  change  into  the  data  base.  I 
will  not  accept  that  change  unless  he  has  gone 
through  all  those  other  folks  that  have  an 
interest  in  it.  The  engineer  will  be  inter¬ 
ested  to  know  that  it  has  been  trimmed,  and 
now  he  has  to  change  his  construction  program. 
The  DCSOPS  folks  and  all  others  will  now  have 
to  change  the  training  plan  and  other  things. 
So,  it  is  a  very  useful  tool  toward  assuring 
staff  coordination  and,  of  course,  program 
prioritization.  As  the  Air  Force  said  yester¬ 
day,  these  incremental  packages  assist  in  the 
sorting. 
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(SLIDE  19|  Where  do  they  come  from? 
Well,  first  of  all,  they  come  from  the  exist¬ 
ing  Army  program.  We  consider,  for  stability 
reasons,  that  the  existing  program  carries  a 
great  deal  of  weight.  There  will  be  a  stack  of 
PDIPS  In  our  data  base  that  will  reflect  the 
January  FYDP,  the  last  decision  point  which  we 
are  building  the  program  from. 

Slide  l  v 


But  there  will  also  be  a  lot  of  new 
ideas — late-breaking  extras — that  will  come 
floating  in  from  those  various  agencies. 
Clearly,  Defense  Guidance  will  have  new  things 
to  do,  particularly  in  Section  V.  They  will  be 
PDIPized,  if  you  will.  They  will  be  given  a 

special  number  to  give  them  special  visibil¬ 
ity.  But  they  won't  necessarily  make  the  pro¬ 
gram.  They  will  compete  in  the  prioritization 
process;  so,  the  Army  will  have  to  come  to 

grips  with  whether  or  not  they  will  be  in  what 
we  call  "full  compliance"  with  Defense 
Guidance . 

The  commanders'  conference  that  General 
Noah  mentioned  generates  all  kinds  of  new 

ideas  that  the  programmers  have  to  deal  with. 
The  Array  Plan  gives  us  goals  and  objectives 
that  we  have  to  accommodate.  The  Total  Army 
Analysis,  that  war  game  that  is  taking  place 
out  there  In  Bethesda,  will  generate  new  re¬ 

quirements.  POM  assessment  letters  also  play  a 
role.  They  are  another  major  input  from  our 
major  subordinate  commanders,  telling  us  what 
they  think  was  wrong  with  the  last  POM.  The 
CinC  assessments,  which  come  in  as  they  talk 
to  the  DRB  or  as  they  send  in  their  messages 
semiannually,  come  out  with  new  ideas.  The 
MACOM  PARRs,  Program  Analysis  Resource  Review 
documents,  on  10  January  will  give  us  new 
ones.  The  Army  staff  will  dream  up  even  more. 


Sven  the  President  will  tell  us  to  do  some¬ 
thing  with  the  BMD  program.  Or  Congress,  as  it 
has  in  the  past,  will  tell  us  to  do  something 
else . 


I  don't  consider  Ronald  Reagan  a  PDIP 
POC — someone  will  represent  him — but  he  gen¬ 
erally  competes  very  successfully  in  the  Army 
program  process. 

I  have  the  barbed  wire  around  there, 
because,  in  fact,  these  things  are  not  auto¬ 
matically  accepted.  They  are  all  going  to 
displace  something  that  ia  in  that  January 
FYDP,  and  they  are  going  to  have  to  crawl 
through  a  minefield  (called  a  prioritization 
process)  to,  in  fact,  displace  something  as  we 
walk  down  to  the  next  POM. 

What  have  PDIPs  done?  [SLIDE  20]  There 
are  about  818  of  them  in  the  data  base 
right  now.  They  represent  94  percent  of 
the  PDIPs,  Bomething-concrete-and-identlf 1- 
able — ai  d  46  percent  of  the  funding  as  some- 
thing-concrete-and-identif lable. 
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There  is  the  rest,  rolled  into  what  we 
used  to  call  the  unidentified  core,  or  that 
which  is  not  on  the  margin  and  for  which  we 
don't  necessarily,  in  program  building,  have  a 
lot  of  visibility.  Clearly,  the  budgeteers 
want  to  have  visibility  on  that,  and  they  use 
their  own  systems.  That  is  considerably  dif¬ 
ferent  from  where  we  were  a  few  PCHs  ago.  We 
first  started  out  in  the  PDIPs  business  in 
response  to  the  CDPS  (Consolidated  Decision 
Package  Sets)  and  the  prior  type  listings  that 
OSD  required  us  to  submit  with  our  PCMs  and 
budgets.  We  had  only  about  20  percent  of  the 
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funding  covered  In  incremental  packages  at 
that  point  In  time,  with  about  450  POIPs.  So, 
we  have  moved  progressively  toward  making  more 
and  more  of  this  program  visible  in  PDIP  form, 
and  we  are  sort  of  happy  about  the  direction 
the  program  is  headed — understanding,  of 
course,  that  every  time  you  add  a  PDIP  you 

complicate  the  data  management  problems.  You 
have  added  a  little  more  complexity  to  the 
Army  staff’s  problems.  With  500  PDIP  FOCs 
running  around  in  the  building,  it  gets  to  be 
a  pretty  complicated  system  keeping  the  data 

base  honest. 

Who  are  the  players  within  the  Army? 
(SLIDE  21]  Clearly,  the  Chief  and  the  Sec¬ 

retary  are  the  number-one  players.  The  major 
step  of  placing  the  Secretary  on  the  Defense 
Resources  Board  has,  in  fact,  very  much  in¬ 

creased  his  interest  levet  In  program  building 
and  budget  building. 

Below  them  is  the  Select  Committee  or 
SELCOM — basically  our  three-star  vice  presi¬ 
dents  of  the  corporation.  The  same  as  the 
major  resource  committee,  representing  the  Air 
Force  Board  that  you  heard  about  yesterday. 

(SLIDE  22J  Below  the  SELCOM,  sit  the 
two-star  committees:  the  Program  and  Budget 
Committee  and  the  Strategy  and  Planning  Com¬ 
mittee.  These  are  the  two  major  subordinate 
operations  of  the  SELCOM.  For  a  little  more 
visibility  within  the  Army,  then,  there  are 
both  a  SELCOM  and  a  Joint  SELCOM.  The  Vice 
Chief  of  Staff  chairs  the  SELCOM,  and  when  it 
is  joint — it  is  always  joint  for  the  major 
resource  events,  such  as  POM  submission — he 
cochairs  it  with  the  Under  Secretary  of  the 
Array.  The  three-stars,  the  special  staff 

two-stars,  the  Director  of  the  Army  Budget, 
and  General  Noah,  the  Director  of  Program 
Analysis  and  Evaluation,  are  members  of  that 
SELCOM. 

Committees  below  them  are  very  critical. 
The  Program  and  Budget  Committee  Is  a  two-star 
committee,  cochaired  for  budget  and  program 
continuity  purposes  by  the  Director  of  the 
Army  Budget  and  the  PA&E.  These  represent  the 
principal  two-stars  across  the  Army  Staff  and 
the  Secretariat.  Below  that.  Is  me,  chairing 
an  06-level  of  PBC.  On  the  planning  side  of 
the  house,  the  assistant  DCSOPS,  General  Long, 
chairs  the  Strategy  and  Planning  Committee, 
basically  concerned  about  putting  together  the 
Army  plan — dragging  all  of  these  Inputs  that 
General  Noah  described,  the  kicking  and 
screaming,  Into  a  document,  a  consolidated 
document  to  give  the  programmers  guidance. 
There  are  principal  two-stars  represented  on 
that  committee  as  well,  not  always  the  same 
faces  as  In  the  PBC,  but  all  the  ARSTAF  (Army 
Staff)  Is  represented  and  the  Secretariat 
plays,  too. 
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(SLIDE  23]  This  is  an  appropriations 
break,  where  the  resources  stand  in  one  fiscal 
year.  I  am  going  to  use  this  as  a  sort  of 
notion  about  introducing  the  process  on  which 
we  build  the  program.  For  example,  28  percent 
of  the  resource  bag  that  we  are  going  to  get 
is  probably  going  to  go — give  or  take,  a  point 
percent — toward  the  military  personnel.  So, 
once  you  have  established  that  start  point 
structure,  you  have  essentially  established 
28  percent  of  the  Army  resource  bag.  Better 
than  90  percent  of  this  represents  pay  for 
people;  about  10  percent  is  the  support  of 
those  people.  Very  little  flexibility  in  all 
that.  You  can  vary  your  bonuses  a  little  bit, 
but  there  aren't  big  chunks  available  for 
reprogramming,  once  you  have  established  that 
structure  and  have  to  man  it.  Over  on  the 
operations  side,  representing  about  32  percent 
of  what  we  are  putting  out  nowadays,  there  is 
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some  flexibility,  but  you  have  to  keep  that 
level  of  effort  going  to  keep  the  readiness 
high  in  that  structure  that  you  have 
established.  w 

There  is  some  flexibility,  and  I  will 
describe  how  we  program  that.  Clearly,  we  all 
recognize  that  major  flexibility — we  don't 
like  to  think  of  it  that  way — is  on  the  in¬ 
vestment  side  of  the  house.  For  instance, 
military  construction  is  always  on  the  margin, 
always  trimmed  at  every  level.  The  research 
and  development  for  the  future  of  the  United 
States  Army  and  the  equipment  we  are  going  to 
buy  for  both  the  readiness — the  things  we  have 
on  the  ground  right  now — and  our  vastly  needed 
modernization  program  fits  Into  the  40  percent 
bag. 


Slide  23 


[SLIDE  24]  Let  me  describe  che  force 
structure  process,  and  we  will  walk  down  that 
yellow  brick  road  as  we  go.  First,  there  are 
inputs  that  go  into  this  big  computer  war  game 
called  Total  Army  Analysis  that  takes  place 
out  in  Bethesda  with  our  Concept  Analysis 
Agency.  On  a  quiet  night  in  Maryland,  you  can 
hear  the  sound  of  guns  over  there.  The  battle 
lasts  for  almost  7  months;  so,  it  is  very 
important,  and  l  point  out  that  this  Defense 
Guidance  scenario  will  be  based  on  last  year's 
scenario.  The  JCS  and  Mike  Leonard '3  (OSD, 
PAE)  folks  have  just  tweaked  it  a  little  bit, 
causing  palpitations  of  the  heart  out  there  in 
Bethesda.  Because,  CAA  brings  you  their  pro¬ 
duct,  and  you  say,  "Sorry,  go  back  and  do  it 
with  a  new  scenario."  We  all  have  a  little 
problem  with  accommodating  that. 

That  is  one  of  those  problems  of  simul¬ 
taneous  planning  and  programming,  rather  than 
the  notion  of  heel-to-toe  concept.  So,  you 
have  to  go  through  manual  manipulation  when¬ 
ever  the  scenario  changes.  They  will  be  doing 
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a  war  game  against  the  fifth-year  threat  in 
the  combat  force,  and  they  will  be  fighting 
the  DG  scenario — the  global  operation.  Kicking 
out  of  that  will  be  a  FEBA  trace.  You  know  how 
well  we  held  off  those  nasty  guys,  and  you  can 
do  all  sorts  of  warfighting  analysis  based  on 
that  sort  of  thing,  but  don’t  forget  that  to 
start  over  again  takes  you  about  b  months. 

Transportation  requirements.  The  delivery 
reqlrements  will  go  over  to  the  data  bases, 
then  over  to  the  JCS,  who  will  do  the  calcu¬ 
lation  of  air  and  sealift  requirements  and  up 
to  Debbie  Christie  in  OSD.  Similar  calcula¬ 
tions  for  support  requirements  will  go,  as 
well.  What  will  fall  out  of  this  war  game  will 
be  how  much  ammunition  is  required  to  support 
unit  requirements,  and,  in  turn,  how  many 
truck  companies  will  be  needed  to  move  that 
ammunition.  Many  other  things  are  learned  from 
this  Total  Army  Analysis. 

Then  there  will  be  other  requirements 
that  will  come  in  toward  our  force  structure. 
Basic  things  that  don't  go  to  war  have  to  have 
an  opportunity  to  play.  The  Training  and  Doc¬ 
trine  Command  will  tell  you  that  it  is  really 
smart  to  go  one  more  week  of  individual  entry 
training,  or  DAKCOM  will  say,  "I've  got  to 
have  another  PM  shot."  So,  all  those  require¬ 
ments  that  don't  play  in  a  war  game  get  laid 
on  the  table  by  our  subordinate  commands. 


They  then  come  to  the  Pentagon  for  the 
big  decision  meeting  of  the  design  force 
scrub,  and  that  is  where  they  are  struck  by 
constraints.  We  have  to  put  an  initial  notion 
on  the  endstrcngth  of  the  Army  in  order  to 
constrain  this  force  structure,  because  that 
war  game  is  going  to  generate  requirements. 
So,  that  scrub,  that  force  structure,  and  all 
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the  MACOMs  that  play  go  to  a  general  officers' 
steering  committee  (GOSC).  They  go  to  the 
SELCOM  (just  as  they  did  on  1  November),  and 
what  falls  out  of  that  is  the  base  force,  the 
POM  start  point,  not  the  POM  force.  It  is 
going  to  get  Jiggled  all  around  between  now 
and  next  May.  But  the  start  point  is  the  base 
force  on  which  an  awful  lot  of  things  get 
generated.  I  will  describe  some  of  them. 

We  send  those  changes  to  the  force — the 
deltas  to  the  force  structure — out  to  the 
major  commands,  and  we  say,  "Tell  us  in  your 
PARRs  in  January,  what's  the  change  in  oper¬ 
ating  monies,  what's  the  change  in  construc¬ 
tion  requirements,  generated  by  the  change  in 
the  force  structure?"  Force  structure  then 
goes  through  that  functional  review  process 
that  I  will  describe  later  and  ultimately  gets 
put  into  the  POM. 

[SLIDE  25]  The  equipping  process,  how  we 
generate  our  requirements.  Well,  our  (AAO) 
Army  Acquisition  Objective  is  basically  made 
up  by  XIQs  or  Initial  Issue  Quantities.  That 
is,  those  end  items  that  have  to  go  over  there 
and  fill  that  force  structure.  The  180-day  war 
reserve  and  POMCUS  requirements,  maintenance 
floats,  and  operational  projects  (such  as 
something  that  has  been  authorized  by  OSD  to 
go  over  and  above  the  Army's  Requisition  Ob¬ 
jective — like,  a  special  defense  acquisitions 
fund  to  perform  military  sales  for  one  thing 
or  another).  One  of  the  hardest  calculations 
is  the  IIQ.  The  TAA  base  force  that  I  briefed 
just  a  minute  ago  has  a  table  of  organization 
and  equipment  (TOE).  Each  of  those  little 
truck  companies  has  a  TOE,  and  each  one  has  a 
BOIP,  or  a  Basis  of  Issue  Plan.  In  other 
words,  these  are  the  things  that  we  are  going 
to  give  these  guys.  That  gets  multiplied  by 
the  authorization  document  system,  and,  ba¬ 
sically,  what  falls  out  is  the  requirement  for 
equipment  in  units.  That's  the  requirements 
generation  for  end  items. 

Distribution  programming.  Now  you  have  to 
figure  out  how  to  distribute  it.  We  take  that 
Army  Acquisition  Objective  and  subtract  what's 
on  hand,  and  that  gives  us  our  shortage. 
Bounce  that  shortage  against — now,  this  is 
Important — the  previous  procurement  program, 
because  we  haven't  built  a  new  one  for  the  POM 
yet.  Bounce  it.  against  the  previous  procure¬ 
ment  program  and  fill  the  shortages  in  a  DAMPL 
(Department  of  the  Array  Master  Priority  List) 
sequence,  which  says  basically  that  the  first 
to  fight  is  the  first  to  be  equipped.  It 
doesn't  say,  "Fill  the  Active  Component  and 
leave  the  National  Guard  to  the  end."  It  does 
not  say  that.  If  the  National  Guard  round-up 
unit  Is  first  to  go,  it  will  he  equipped 
first. 


The  total  Array  equipment  distribution 
plan  is  voluminous.  It  fills  about  nineteen 
safes,  represents  millions  of  pages  of  infor¬ 
mation,  and  is  absolutely  critical  to  MkA6L, 
who  asks  frequently  for  1906  work.  (I'm  being 
facetious. ) 

That  is  the  Army  equipment  distribution 
plan.  It  has  some  problems,  and  it  will  never 
be  exactly  right,  because — don't  forget — the 
Defense  Guidance  scenario  of  last  year  drove 
the  structure,  and  the  on-hand  shortage  was 
calculated  off  the  current  or  last  known  pro¬ 
curement  program.  So,  it  is  never  exactly 
right;  besides,  it  takes  about  6  weeks  to  run 
one  of  these  things. 
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As  we  continue  in  the  equipment  process, 
[SLIDE  26],  we  look  at  the  War  Reserve  Re¬ 
quirements.  Secondary  Items,  basically,  is  the 
peacetime  rate  of  what  we  are  using  secondary 
items  at,  times  a  factor  (judgmental  factor, 
granted)  of  what  we  think  the  work  time  con¬ 
sumption  of  those  things  will  be. 

For  new  items  that  have  not  hit  the  field 
yet,  items  for  which  we  have  no  experience 
information,  we  go  to  like  kinds  of  equipment, 
and  we  ask  the  PM  for  some  sort  of  analysis. 
That  is  how  we  come  up  with  a  requirement  of 
wartime  secondary  items  and  developmental 
types  of  equipment.  For  ammunition  war  re¬ 
serves,  the  requirement  comes  out  of  TAA  war- 
fight.  The  WARF  rates,  or  the  War  Reserve 
Factor  rates,  get  input  into  the  machine.  For 
instance,  the  machine  input  is  the  artillery 
firing  for  7  months,  and  it  calculates  the  5- 
day  requirement  for  ammunition.  The  output,  as 
I  say,  is  the  5-day  usage  rate. 
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Basically,  up  to  this  point,  I've  talked 
of  the  requirements  process.  Now,  what  do  we 
do  In  the  act  of  deciding  what  It  la  we're 
going  to  buy?  The  Army  Material  Plan  (AMP) 
updates  the  cost  and  quantities  of  the  January 
FYDP.  The  DCSRDA,  (Deputy  Chief  of  Staff  for 
Research,  Development  and  Acquisition)  some  of 
our  PAAE  analysts,  some  DCSOPS  analysts.  In 
fact,  go  out  to  DARCOM  subordinate  installa¬ 
tions,  and  say,  "Here's  your  latest  plan  as  It 
Is  reflected  in  the  FYDP;  what  do  you  think 
about  that?" 

Of  course,  they  always  think  it's  not 
enough.  But  they  have  got  to  prove  it,  face  to 
face.  They've  got  to  say,  "Fact  of  life  says 
you  can't  put  them  out  in  those  quantities.” 

We've  gathered  this  new  data  in  the 
December-January  time  frame,  into  what  is 
called  the  Army  Material  Plan.  It  Is  the  cost- 
quantity  relationships  that  will  exist  at  that 
point  in  time  that  will  be  a  requirement  to 
change  the  Army's  previously  reported  pro¬ 
curement  program  in  some  way,  shape,  or  form. 
I’m  talking  about  building  it  for  this  POM, 
now.  It  is  done  again  in  the  summertime  in 
preparation  for  more  accurate  information  in 
the  budget  as  well. 

Then  there  is  an  analysis  that  goes  on  in 
the  January-February-March  time  frame,  of  what 
we  ought  to  change  in  this  procurement  plan, 
on  the  basis  of  the  results  of  the  TAA. 

Where  are  the  shortfalls?  Of  course,  we 
are  a  long  way  off  the  AAO,  which  is  based  on 
a  180-day  war  reserve  calculation.  But  let’s 
take  a  look  at  the  shortfalls  in  the  units — 
the  I  IQ  shortfalls  and  the  War  Reserve  30-day 
shortfalls,  or  whatever  it  might  be--and  let's 
see  how  we  might  adjust  that  program  to  ad¬ 
dress  the  short  spoke  that  the  Air  Force 
talked  about  yesterday.  Naturally,  business- 
sense  adjustments  also  have  to  be  made,  and 

the  section  on  the  War  Reserve  In  the  Defense 
Guidance  told  us  it's  not  X  any  more,  it's  Y. 
All  of  those  things  take  place. 

This  procurement  process  is  done  by  an 
equipping  panel.  The  prioritizing  of  the 

equipment  is  done  by  the  two-star  in  the 

DCSOPS,  over  in  the  Requirements  Division, 
DAMO-RQ.  He  shapes  it;  lots  of  people  have 
Interests.  Primarily,  the  DCSLOG  arena  is 
worried  about  distributing  this  equipment — 
certainly  in  the  TAEDP  (the  Array  Equipment 
Distribution  Plan)  because  they  have  to  go  out 
and  execute.  But,  even  beyond  that,  the  Train¬ 
ing  Doctrine  Command  (TRADOC)  will  bring  the 
warfighting  doctrine  notions  to  the  table, 
while  the  DARCCM  will  come  and  talk  about 

executability  and  other  things. 


So,  an  awful  lot  of  people  play  in  the 
rehash.  If  you  will,  or  rebuild  of  the  pro¬ 
curement  process.  But  those  changes,  once 
again,  are  still  wrapped  around  that  barbed 
wire  called  “prioritization,"  and  to  displace 
something  that's  in  the  January  FYDP  has  got 
to  be  justified  well  above  the  colonel  level. 

Then,  when  that's  all  accomplished, 
equipping  one  function  of  the  Army  is  going  to 
have  to  compete  with  all  other  functions  of 
the  Army  at  a  functional  review  that  I  will 
describe  later. 
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Let's  turn  to  the  manpower  process. 
[SLIDE  27]  First,  generating  the  wartime 
manpower  requirements.  That  Total  Army  Analy¬ 
sts,  the  big  warflght,  generates  casualties. 
It  also  generates  the  force  that  the  SELCOM 
approved  on  1  November. 

You  also  have  to  go  through  a  calculation 
to  bring  that  force  which  is  not  all  at  ALO-1. 
This  is  a  force  of  units  left  Intentionally  at 
ALO-2  and  ALO-3  at  the  base,  wartime  require¬ 
ments.  Multiply  them  by  a  factor  to  get  your 
ALO-1  force,  get  your  manpower  requirements 
out  of  that,  and  add  your  casualties — keep  in 
mind  M-day  plus  30 — and  you  will  find  out  how 
many  bodies  you  need  to  fill  your  units. 

Compare  that  with  the  pool  of  available 
manpower:  your  individual  ready  reserve,  your 
inactive  National  Guard,  your  active  and  re¬ 
serve  components,  and  your  retirees  who  are 
coining  and  getting  their  orders.  They  know 
where  they  arp  going  to  be  on  M-day.  Compare 
that,  and  do  a  very  fancy  algorithm,  called 
subtraction,  and  what  comes  out  is  a  time 
phase  pretrain  shortfall,  as  well  as  the  mo¬ 
bilization  training  requirements.  TRADOC  will 
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now  understand  a  little  better  that  at  M-plus- 
such-and-such ,  they  are  going  to  have  to  ac¬ 
commodate  the  revival  and  training  of  such- 
and-such  In  order  to  try  and  solve  the 
further-down-the-road  pre-train  shortfall. 

To  continue:  We  look  at  the  peacetime 
military.  [SLIDE  28]  Driving  out  of  TAA, 
once  again,  is  the  force  structure  start 
point.  The  requirement,  if  you  will,  goes 
through  a  machine  and  compares  manpower  pro¬ 
grams  using  linear  programming.  This  fancy 
linear  program  will  generate  yearly  losses, 
yearly  gains,  your  promotions,  and  your  re- 
enlistments.  From  that,  we'll  derive  re¬ 
cruiting  goals,  reenlistment  goals,  and 
training  requirements. 
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Policy  will  play  a  big  input  to  the  con¬ 
flict.  Some  policy  maker  is  going  to  have  to 
say  that  the  career  force  will  be  51.2  thou¬ 
sand,  not  51.1  thousand  as  it  was  last  year. 
That  drives  bucks,  that's  a  policy  input  in 
this  machine.  Policy  may  say  we  are  going  to 
change  the  Recruiting  Command  in  some  way, 
shape,  or  form  because,  for  some  reason,  the 
computer  has  generated  a  big  requirement  out 
here  for  accessions.  Policy  will  drive  the 
bonus  program;  policy  will  drive  a  lot  of 
dollar  requirements,  generated  basically  out 
of  that  force  structure  start  point,  as  well 
as  those  tentative  decisions  that  get  made  as 
we  build  the  program. 

[SLIDE  29]  Manpower  Process,  Civilians. 
Well,  the  civilian  requirements  come  from  all 
the  things  1  discussed  before.  They're  in  the 
current  program.  The  Army  Staff  have  things 
they  want  to  do  requiring  civilians.  The 
MACOMS  will  have  things  they  W3nt  to  do  re¬ 
quiring  civilians,  and  the  MRIS  process — which 
I  will  describe  In  more  detail  later — is  the 
Modernization  Resource  Information  Submission, 
which  is  basically  the  O&S  costs  associated 
with  modernizing  the  Army.  These  demands, 
along  with  the  Army's  equipment  program,  will 
all  come  to  the  table  with  more  requirements 
for  civilians.  What  that  represents  is  one  big 
Jagged  rope  that  we're  trying  to  get  through 
the  eye  of  the  needle  called  the  "ceiling." 

How  do  we  do  that?  We  do  it  through  a 
creative  program,  Invented  by  MRA&L,  with  the 
Commercial  Activities  program.  Recently,  Con¬ 
gress  put  an  arrow  into  that  balloon.  We  still 
haven’t  sorted  all  of  that  out.  There  are  a 
lot  of  negative  numbers  in  our  program  to 
account  for  Commercial  Activities,  that  prob¬ 
ably  will  not  come  to  pass  In  reality.  Now,  we 
dreamed  up  the  efficiency  program  and  said  we 
were  in  compliance  with  the  PDM,  that,  in 
fact,  we  will  be  more  efficient  out  there  to 
the  tune  of  2  1/2  extra  percent.  With  so  many 
civilians  taken  out  of  our  programs,  we  are 
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able  to  pass  our  program  requirement  through 
this  needle.  But  we  are  really  kidding  our¬ 
selves.  There's  a  BIG  arrow  called  the  MACOM 
about  to  come  In  on  this  one.  So,  we'll  just 
see  how  this  works  out. 


{SLIDE  30]  Operating  Accounts  Process. 
They  come  from  all  of  these  things.  All  of  the 
new  ideas  come  In  from  the  PARRs,  plus  the 
Information  I  told  you  that  the  MACOM  was 
going  to  give  us,  about  what  it  costs  to  sup¬ 
port  the  structure  changes ,  plus  the  modern¬ 
ization  support  requirements  and  personnel 
support.  All  are  going  to  require  operating 
funds.  Now,  this  slide  shows — basically  to 
scale — the  way  our  operating  accounts  break 
down. 
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RPMA  is  generally  a  policy  decision.  We 
reduce  the  backlog  and  maintenance  and  repair 
as  a  stare  point,  and  decide  at  what  level. 
There's  a  goal  in  the  Army  Plan  that  tells  us 
a  direction  in  which  to  head,  and  this  is  the 
big  chunk  in  the  operating  accounts.  The  base 
operations  of  post,  camps,  and  stations  will 
all  have  some  new  ideas.  The  DCSLOG  or  MACOM 
PARRs  will  give  us  these  new  ideas.  The  sup¬ 
ply-side  requirements  are  programs  7S  and  7M. 
Generated  by  the  equipment  that  is  in  the 
field  now,  we're  going  to  have  to  send  repairs 
to  depot  maintenance.  Those  things  are  being 
calculated  by  the  DARCOM  inputs  to  us  in  the 
form  of  requirements  for  depot  maintenance 
support  to  supply  the  Army. 
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[SLIDE  311  Facilities  Process.  Given  the 
mission,  and  the  structure,  and  the  equipment, 
you're  going  to  generate  requirements  for 
facilities.  We  categorize  them  in  these  fash¬ 
ions,  basically  for  budget  purposes,  not  nec¬ 
essarily  for  program  purposes.  We  say  that  if 
we  make  a  decision  to  field  MLRS  and  it  re¬ 
quires  barracks,  then  that  barracks  marches 
along  with  MLRS.  It  doesn't  march  along  in  a 
big  bag  called  "facilities,"  However,  it's 
going  to  be  satisfied  by  fixing  old  facilities 
or  real  property  maintenance  account  in  OMA  or 
by  building  new  facilities,  either  family 
housing  or  military  construction. 


An  awful  lot  of  supply  growth  will  occur 
to  support  the  field's  new  systems.  The  Army's 
Health  Services  Command  and  certain  generals 
have  neat  ideas.  Others  will  come  in.  My  fa¬ 
vorite  example  is  the  chaplain  with  the  en¬ 
hanced  organs.  The  chaplain  had  read  Mr. 
Michael's  (OSD)  paper  and  decided  what  we  have 
failed  to  do  is  to  keep  the  excessive  age  of 
our  organs  at  a  level  state.  So,  what  he 

wanted  to  do  was  to  replace  them  over  time.  He 
didn't  fare  well  in  the  program  building 

process . 

Training  and  Units  Support.  I  showed  you 
where  one  of  those  training  requirements  came 

from.  That's  the  requirement  that  generates 

new  accessions,  but  you  also  know  that,  as 

people  get  promoted  and  as  the  force  structure 
changes — for  Division  86,  as  an  example — you 
have  to  send  folks  back  for  retraining.  All 

kinds  of  things  input  for  that  conflict  model, 

and  so  that  will  be  a  change.  TRADOC  will  come 
in  and  tell  us  some  neat  things  they  want  to 
do  in  training.  The  units  that  are  in  our 
basic  unit  training  programs  will  also  have 

neat  ideas. 


And  those  are  the  kinds  of  monies  we  play 
with.  We  don't  play  much  in  the  program  pro¬ 
cess  with  NATO  infrastructure  funds;  host 
nation  support  is  generally  considered  a 
given. 
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[SLIDE  32J  Army  Improvements  to  Facili¬ 
ties  Process.  That  doesn't  come  to  the  table 
too  often.  We  think  we  have  improved  the  fa¬ 
cilities  process.  We  fully  support  the  return 
of  housing  to  service  management.  We  can  in¬ 
tegrate  the  facility  process  a  little  better, 
now  that  we  manage  family  housing  and  the 
Guard,  Reserve,  and  Active  components'  con¬ 
struction  program  and  real  property  mainte¬ 
nance.  The  Army  internally  is  now  able  to  make 
those  trade-offs  that  we  now  think  are 
necessary. 

A  new  and  exciting  development  is  called 
FENCES  (currently  renamed  STAIRS — Stable  An¬ 
nual  Investment  for  Renewal  of  Systems).  Yes, 
it  does  mean  what  you  think;  it  stood  for 
Funding  Effort  Necessary  to  Correct  for  Ef¬ 
ficiency  and  Stability.  What  we  are  saying  to 
ourselves  is,  "You  know,  MCA  is  always  on  the 
margin.  Not  on  the  margin  is  the  barracks  or 
support  modernization  or  one  thing  or  another. 
But,  boy,  our  facilities  are  really  old  and 
imperfect.”  And  so,  common  business  sense, 
which  has  been  driven  in  to  us  by  our  Under 
Secretary,  Mr.  Ambrose,  says  you  have  got  to 
reprogram  this  steady  replacement.  I  think  he 
would  probably  support  the  chaplain's  organs 
.or  that  same  reason.  But  we  are  now  starting 
on  fencing  off  common  business-sense  items.  I 
point  that  out  in  the  construction  business, 
but  it's  going  to  he  a  notion  In  other  areas 
of  the  Army  program  as  well. 

[SLIDE  33[  Force  Modernization  Support 
is  a  subprocess  of  all  of  what  I've  described 
so  far.  The  Army  Modernization  Information 
Memorandum  ( AMIM) ,  updated  twice  a  year,  is 
telling  the  world  the  fielding  plan  for  better 
than  200  of  Che  Army's  modernization  systems 
which  are  about  to  be  Introduced  to  the  '80s 
and  which  are  already  starting  to  go  to  the 
field.  This  is  a  vety  sizable  management 
problem,  which  we  have  to  make  sure  is  fully 
accommodated  resource-wise  in  our  program. 
This  goes  out  in  tremendous  detail  about  pre¬ 
cisely  where  the  stuff  is  going  to  go  and  when 
it  is  going  to  arrive,  and  the  cost  factors 
that  the  fields  are  supposed  to  use  to  calcu¬ 
late  their  spare  parts  and  other  things.  They 
give  that,  and  then  they  report  back  in  the 
January  time  frame. 

The  Modernization  Resource  Information 
Systems  (MRIS)  report  comes  in  automated.  It 
updates  those  fielding  costs  related  to  those 
couple  of  hundred  systems  that  accommodate  the 
O&S  requirements,  as  well  as  the  construction 
requirements  and  other  support  requirements  to 
field  that  force.  It  gets  scrubbed  extensively 
by  the  Army  Staff  during  the  January-February 
timeframe.  We  call  folks  in  from  the  field  and 
justify  their  numbers,  and  then  you'll  note 
that  it  bypasses  prioritization. 


It  is  the  cost  of  doing  business.  We're 
not  trimming  the  O&S  requirements  to  field  our 
new  systems.  It  is  not  part  of  the  prioriti¬ 
zation  process.  It  tags  along  with  the  system, 
the  cost  of  "f ieldingness."  The  system  itself 
competes  for  resources;  if  it  fails,  if  it 
dies,  the  modernization  dies  with  it.  Tt  is, 
in  fact,  fully  accommodated  as  it  walks  into 
the  POM. 


[SLIDE  34J  This  is  the  Intelligence 

process.  That's  the  way  I  understood  it.  I've 
only  been  there  2-1/2  years;  my  clearances 
just  came  through  last  week.  That's  the  way  I 
always  understood  it.  Now  that  I  have  the 
proper  clearances,  it  has  become  a  lot  clearer 
to  me.  Down  here  is  the  Director  of  Central 
Intelligence,  and  I  still  don't  know  what  all 
of  these  initials  stand  for,  but  everybody 
plays. 
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[SLIDE  35 |  Our  Intelligence  Command, 
recently  inspected  by  tbe  Inspector  General, 
came  back,  and  beat  me  up  for  not  being  able  to 
pull  all  of  this  together,  because  the  Intel¬ 
ligence  Command  in  summary  sends  its  reporting 
process  to  DA  and  their  reporting  scheme  over 
here  (pointing  toward  the  center),  and  the 
funding  is  going  there,  and  NSA  gets  a  little 
piece  of  it.  1  would  just  say  this  is 
the  typical  and  only  view  of  the  Intelligence 
process.  If  OSD  feels  that  it's  under  control, 
we  Just  want  you  to  know  that  we've  got  it 
fenced  off,  and,  ii  you  like,  go  ahead  and  do 
it  that  way. 
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(SLIDE  36|  Prioritization  Process.  Gen¬ 
eral  Noah  mentioned  that  we  used  to  try  mis¬ 
sion-area  analysis.  We  have  a  close-combat 
panel  and  a  fire-support  panel.  We  have  found 
that  MAA  is  a  verv  useful  vehicle;  that 


fighting  structure  works  very  well,  when  we 
are  thinking  of  combat  development  when  buying 
equipment — in  particular,  when  changing  our 
force  structure  or  training  policies  for  close 
combat.  They  have  performance  reviews,  hosted 
or  attended  by  the  Vice  Chief  of  Staff.  Very 
often  the  Fort  Knox  Armor  School  will  host  a 
post-combat  system  performance  review,  and 
that  works  very  well  In  there.  But,  as  far  as 
accommodating  the  information  requirements  of 
our  managers  is  concerned,  the  review  did  not 
do  very  well. 

That  goes  back  to  the  notion  of  a  rele¬ 
vant  management  construct.  The  mission-area 
analysis  is  not  relevant  to  the  Department  of 
the  Army.  Secretary  Marsh  never  walks  in  and 
says,  "How  are  my  folks  In  818098  doing 
today?"  The  Army  is  a  "big  blob"  In  general 
purpose  forces.  We  can't  look  at  general  pur¬ 
pose  forces  and  see  anything  about  ourselves. 
We  went  toward  close  combat  first  in  our  pro¬ 
gram  defense,  but  we're  not  really  organized 
that  way  on  the  Army  Staff.  We're  organized  as 
an  Army  Staff.  We  recognize  that  the  Army's 
mission  is  to  support  the  fielding  of  forces 
that  will  be  fought  by  divisions;  that  is  not 
to  say  that  doctrine  development  or  equipment 
requirements  are  considered  by  the  Staff. 

The  Secretary  asks  us  when  we  bring  our 
multiples  to  him,  "What  have  you  done  to  these 
things?  What  have  you  done  to  the  structure, 
the  manning  plan  of  structure,  the  equipping, 
the  training,  the  facilities,  the  mobilization 
capabilities,  or  the  deploying  posture  in  our 
sustaining  posture?" 

Those  are  the  terms  they  have  been 
talking  in  for  several  years.  That  is  the  way 
we  have  structured  our  POM  Volume  1  to  report 
out  to  you.  Is  It  a  relevant  management  con¬ 
struct  for  OSD?  We  think  so.  You  always  hit 
the  right  summer  Issues  that  we're  asking  you 
to  hit.  You  also  throw  in  a  few  extra  ones.  We 
wish  you  hadn't,  but  we  seem  to  be  able  to 
tell  our  story  fairly  well  to  you.  You  recog¬ 
nize  the  complexities  of  this,  the  massive 
thing  called  an  Army.  That's  not  as  easily 
understood  as  a  carrier  and  air  wings  and 
other  things. 

So,  at  this  point  in  time,  the  proponents 
of  manning,  equipping,  training,  etc.  have 
become  our  relevant  management  construct.  And 
they  prioritize  in  those  eight  functional 
components  (as  shown  on  the  slide),  very  much 
in  the  way  the  Air  Force  talked  about  their 
panels.  The  guy  in  the  Trsinlng  panel  will  be 
worried  about  the  procurement  of  simulators, 
for  example.  The  Equipping  guy  will  not  have 
that  management  responsibility  for  simulators; 
somebody  else  will. 


Slide  36 


-'PRIORITIZATION  PROCESS; 


.  I  FUNCTIONAL  PROPONENTS 


•  STRUCTURE  (DCSOPSI 

•  MANNING  IDCSPtRI 

•  EQUIPPING  IDCSUXVH)^ 

•  TRAINING  (DCSOPSI 

•  TAOU1I2ING  IACE) 

•  MOBILIZING  (DCSOPSI 

•  DEPLOYING  (DCSOPSI 

•  SUSTAINING  (DCSIOG) 


PROGRAM  YEARS  - 
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WHEN:  MID  MARCH  ( TWO  WEEK  PROCESS I 
WHO:  FUNCTIONAL  AREA  PROPONENTS  PRESENT 
—  PBC  AND  GOAL  TENDERS  CRITICIZE 

HOW:  PRESENTED  IN  POM  FORMA  T _ I  FUNCTIONAL 

AREAS  AND  SPECIAL  SUBJECTS. 

BUILDS  FROM 
—BUDGET  YEAR  TO  BS 
-  JANUARY  FYDP  TO  DRAFT  PROGRAM 
SELCQM  CONTINUES  DEBATE 
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What  we  have,  then,  is  that  each  of  these 
panels  has  stacks  of  initiatives,  and  all  of 
these  new  ideas  are  coming  in  PDIP  form.  Each 
panel  has  got  to  come  to  grips  with  its 
notions  of  relative  priority.  They  start  out 
with  the  President's  Budget  January,  TOA  tar¬ 
get,  and  we  give  them  a  risk.  We  tell  each  one 
of  these  guys,  "We'll  have  to  display  a  dif¬ 
ferent-sized  risk  band." 


The  Army  planners  will  establish  that  if 
they  think,  in  the  long-range  scheme  of 
things,  that  one  of  these  furctioi.s  is  more 
important  than  another.  The  size  of  this  band 
risk  may  differ  a  little  between  one  panel  and 
another.  There  will  also  be  these  Initially 
unresourced  new  ideas  coming  in.  They'll  redo 
all  that,  and  when  Fiscal  Guidance  finally 
gets  settled,  the  prioritlzer  of  the  Army, 
DCSOPS,  will  draw  Fiscal  Guidance  across  with 
the  important  financial  considerations  of  the 
PA&E,  and  that  becomes — sort  of--the  PUM's 
start  point  program.  That's  what  the  generals 
plan  individually  with  these  panels.  I  noted 
the  Air  Force  has  colonels  chairing  them. 
Frankly,  colonels  do  most  of  this  work,  but 
their  generals  are  very  Interested.  General 
Thurman,  for  example,  is  very  Interested  in 
the  development  of  his  manning  program.  But 
it's  not  all  pulled  together  as  a  balanced 
Army  program  at  this  point  in  time,  once  that 
first  Fiscal  Guidance  gets  drawn  across  it. 

To  pull  it  all  together,  we  go  through  a 
functional  review,  basically,  the  Program  and 
Budget  Committee;  the  PA&E  and  the  DAB  co¬ 
chair  this  one.  (SLIDE  37 1  It's  the  initial 
view  of  the  proposed  program  with  the  panel's 
views  and  their  mission  is  to  deal  with  the 
disconnects  and  get  this  program  in  balance. 


We  do  it  in  a  sort  of  does/does-not  for¬ 
mat.  The  functional  components  come  to  the 
table  and  say,  "O.K. ,  given  that  particular 
Fiscal  Guidance,  this  is  what  I  can  do,  and 
this  is  what  1  cannot  do.” 

It  also  serves  as  a  review  of  the  pri¬ 
oritization  process.  We  do  tnat  in  mid-March. 
It  takes  a  couple  of  weeks,  just  at  the  two- 
star  level  at  the  PBC.  The  eight  functional 
area  components  are  the  guys  who  make  the 
presentation.  The  folks  who  will  criticize 
them  will  be  folks  who  deal  in  appropriations, 
who  will  be  able  to  give  you  the  insight  that 
says  you  can't  do  that. 

How  do  we  do  that?  We  present  it  in  that 
POM  format  1  described,  in  the  eight  func¬ 
tional  areas.  In  special  --objects  that  are  of 

high  interest,  like  chemical  warfare  or  RDF, 
they  get  special  displays  an  i  other  things.  We 
ask  the  panels  to  bn  lid  it  ‘  rom  two  bases. 
Build  It  from  the  budget  year  up  to  *  HV ,  to 

show  us  what's  happening  over  ;  trae.  But,  then, 
also  build  it  fiorr  the  last  January  FYDP,  so 
that  you  can  see  and  get  a  feel  for  an  ap¬ 

proval  of  changes  to  that  base  program.  Re¬ 
cognizing  that  one  of  our  major  goals  is 
stability,  we  have  really  got  to  justify  to 

ourselves  that  change  ought  to  take  place. 
Then  we  go  and  solve  as  many  of  those  things 
we  can  at  the  two-star  level  and  take  our 
proposals  to  the  SELCOM.  Ihey  debate  that  once 
or  twice  or  three  times  and  go  to  the  Chief  of 
Staff  and  the  Secretary  for  approval. 

Now,  that  management  concept.  [SLIDE  38 1 
Is  it  mission  budgeting,  as  Wayne  Allen  calls 
it?  Is  it  mission-area  analysis?  What  is  It? 
You  know  it's  very  difficult  to  figure  out. 
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Those  functional  proponents,  these  priori- 
tlzers,  and  these  eight  functions  are  all 
going  to  get  beat  up  by  another  guy  wearing  a 
different  hat,  the  goal  tender.  An  example: 
the  DCSOPS  readiness  goals.  He's  interested  in 
readiness  all  across  those  things.  The  lead¬ 
ership  guys  say  you've  got  to  worry  about 
leadership  all  across  those  things. 

And  then  we  have  to  think,  in  your  terms, 
in  OSD's  terms,  of  the  four  pi  Liars:  readi¬ 
ness,  sustainability,  modernization,  and  force 
structure.  Ln  our  view,  that  is  not  so  rele¬ 

vant  a  construct.  Why?  Because  there  are  Xs  rn 
all  those  boxes,  and  when  you  go  into  depth, 
there  are  Xs  all  across  those  four  pillars.  In 
our  view,  to  modernize  our  force  structure  is 
to  make  it  more  ready.  You  can't  just  cate¬ 
gorize  it  as  modernization.  To  give  a  man  a 
new  antitank  weapon  he  can  carry  on  his 
shoulder  Is  modernization  in  one  sense,  but  if 
the  old  one  can't  knock  the  tank  out,  it's 
also  readiness.  So,  we  haven't  found  this 
construct  very  useful  and  often  argue  against 
it. 

This  management  concept  is  complicated  — 
no  question  about  it — but  it  seems  to  be  in¬ 
ternal  to  the  Army  and  most  relevant  at  the 

time.  Why  have  we  changed  over  time?  Because 
the  way  We  view  ourselves  changes  over  time. 
When  managers  change,  they  have  new  informa¬ 
tion  requirements.  So,  you  might  also  ask 

yourself,  "Why  has  the  management  system  sur¬ 
vived  these  20  years?"  Because  It's  so  darned 
hard  to  change  every  time  managers  want  to 
look  at  It  in  a  different  way. 

[SLIDE  39[  Interservice  Program  Coor¬ 
dination.  Mr.  Carlucci  told  us  on  March  31, 
"You  will  coordinate  your  programs."  for  POM 


83  and  84,  we  did.  W’e  had  a  meeting;  all  at¬ 
tended.  We  had  that  meeting,  and  where  it  was 
opportune  for  us  to  beat  up  the  Navy  about 
sealift  support,  we  would  cite  the  DG.  Where 
it  was  not  opportune,  we  wouldn't  cite  it.  But 
we  did  have  this  meeting — actually,  a  series 
of  meetings — which  said,  "0.1C.  In  all  of  these 
sorts  of  cross-service  programs,  these  things 
are  O.K. ,  and  everybody  put  them  into  his  POM, 
but  we  can't  agree  at  this  level."  So,  some  of 
them  went  to  the  tank,  and  some  of  them  went 
to  the  Secretary.  Or  the  Under  Secretaries  had 
meetings,  and  they  agreed  to  fix  some  of  them, 
and  they  also  agreed  to  disagree;  for  in¬ 
stance,  they  take  things  like  strategic  mo¬ 
bility  to  the  DRB. 

Has  the  system  worked  well?  It  has  solved 
a  lot  of  disconnects;  It  really  has.  It  has  a 
couple  of  problems.  One  is  this  outsider  (the 
Joint  Staff).  We're  not  sure  where  it's  sup¬ 
posed  to  be.  Another  problem  is  that  it  comes 
in  rather  late  ln  the  cycle.  We’ve  been 
through  our  functional  review  already,  and  so 
nobody  wants  to  disrupt  it  with  a  big  bill. 
We'd  have  to  start  all  over  again;  so,  that 
tends  to  try  to  make  the  problem  go  away.  But, 
basically,  I  was  present  when  this  did  not 
happen.  In  my  view,  Interservice  coordination 
has  improved  and  serves  to  better  the  process. 

[SLIDE  40)  Data  Management  Budget  Con¬ 
tinuity.  (There'll  be  a  pop  quiz  on  all  these 
acronyms.)  Basically  what  that  says  Is  that 
there  is  one  data  base  ln  the  Army — only  one 
official  data  base,  the  Program  and  Budget 
Data  Base.  It  can  accommodate  the  programmer 
ln  PDIP  terms,  and  then  it  translates  itself 
Into  budget  terms  at  a  program-element  level 
of  detail.  That  Insures  budget  continuity,  in 
our  view.  Conscientious  decisions  have  to  be 


made  to  have  the  budget  out  of  sync  with  the 
program.  A  lot  of  data  bases  In  sub-appro¬ 
priations  feed  this  data  base,  but  it  is  one 
central  data  base. 
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[SLIDE  41]  This  big  "E"  is  in  the  PPBS 
system  for  the  Army.  We  advertised  it  that  way 
and  call  it  Execution.  If  Mr.  Carlucci  wants 
us  to  be  responsible  for  execution,  we're 
going  to  have  to  start  paying  more  attention 
to  it.  Our  Comptroller  took  the  lead  and  de¬ 
veloped  the  Program  Performance  Budget  Exe¬ 
cution  Kevtew  Systems  (PPUEKS),  macro-level, 
not  all  the  nitty-gritty  stuff,  just  the  stuff 
that  ought  to  be  of  Importance  to  the  Depart¬ 

ment  of  the  Army  Staff.  SELCOMs  meet  about  all 
that . 

Resource  Management  Review  (RMR).  Gen¬ 
erally,  we're  not  talking  about  the  review  at 
this  level  of  the  procurement  program;  it  gets 
more  reviews  than  you  can  imagine,  but  It  does 
play  a  role.  It  feeds  back  problem  areas  that 
have  to  be  solved  immediately.  It  also  feeds 

back  systemic  problems:  a  disconnect  between 
the  purchase  of  aircraft  in  one  year  and  the 
operating  account  requirements  two  years 
hence — sort  oi  the  cross  -s  taf  f  i  ng  that  some¬ 
times  falls  through  the  crack.  And  so.  General 
Noah  shares  a  process  called  RMR  SELCOM,  which 
will  take  those  sticky  wickets  and  really 

delve  into  fhem,  reallv  study  them  In  order  to 
improve  on  our  process  overall. 

What's  the  goal  of  all  that?  Clearly  the 
goal  Is  Economy  Efficiencies  and  Management 

Improvements  (EEMI).  We  think  we  have  a  fairly 
workable  system,  and  we're  moving  in  positive 
directions.  I  would  throw  out  only  one  cau¬ 
tion:  We've  gat  to  he  very  cautious  that  EEMI 
doesn't  [ust  get  to  he  such  a  data  management 


burden  that  we  forget  what  it's  there  for — the 
definitions  of  cost  avoidances.  When  you  kill 
a  system  that  you  really  want,  you  can  only 
kill  It  because  of  fiscal  availability.  Do  you 
claim  it  as  a  savings?  Hard  arguments  about 
all  of  that.  What  does  if  result  in?  Well,  you 
know,  it's  about  that  thick  right  now;  and  I 
just  throw  out  the  caution  that  if  you  really 
want  to  get  down  into  finding  the  economy's 
efficiencies  and  management  improvements, 
you've  got  to  go  a  lot  deeper  than  just 
reports . 


Slide  41 


[SLIDE  42]  These  arc  a  couple  of  views 
from  one  Army  programmer  on  recent  changes.  We 
really  like  the  participative  management. 
[SLIDE  43]  It  has  occurred  since  the  last 
PPBS  review.  We  like  very  much  to  have  the 
Chiefs  and  the  Secretaries  present  in  the 
DRBs.  We  think  that's  really  raised  their 
inrerest  level  in  it  all,  as  well  as  enabling 
us  to  have  eye-level  instant  feedback,  rather 
than  to  have  it  as  it  used  to  be,  with  the 
service  programmers  sitting  along  the  wall, 
not  allowed  to  open  their  mouths  unless  spoken 
to. 

Cross-Service  Program  Coordination.  Ear¬ 
lier,  I  said  that  wc  think  that  was  a  step  In 
the  right  direction;  we  still  need  to  move  out 
on  improving  it.  Emphasis  on  planning,  main¬ 
taining  our  azimuth,  and  no  longer  a  silent 
"P.”  We're  really  patting  ourselves  on  the 
back  as  well  as  OSD.  We  enjoy — that's  the 
wrong  word,  we  appreclate--the  opportunity  to 
play  actively  in  t lie  building  of  the  Defense 
Guidance.  We  sometimes  wonder  about  the  sig¬ 
nificance  of  those  meetings  when  we’re  arguing 
about  whether  the  word  should  be  "key”  or 
’"critical,"  but  at  least  tiie  process  Is 
participative. 
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We  think  that  programming  haa  improved. 
We  focus  sharply  on  pLanning  and  programming. 
The  DRB  summer  program  reviews  focus  sharply 
on  planning  and  policy  issues.  The  program 
review  group  scrubs  and  throws  out  the  nickel- 
and-dime  stuff;  this  has  helped  them  focus  on 
bigger  Issues.  We  are  very  pleased  with  the 
fact  that  the  '82-' 86  POM  was  that  very  thick 
and  that  our  current  POM  is  that  thick.  We 
encourage  that.  Continue  in  that  direction.  We 
chink  that,  even  though  we  no  longer  send  you 
laundry  lists  of  prioritized  packages.  In 
fact,  we  have  still  been  responsive,  though 
not  necessarily  In  smart  fashion,  because  the 
less  time  you  have  to  do  It,  as  General 
Cunningham  said  yesterday,  the  worse  it  gets. 
But  we  have  been  able  to  be  responsive  with 

the  systems  we  have  in  being. 

We  also  like  the  last  DRB  balancing 
method,  that  is,  when  the  DRB  has  said,  "Yes, 
we  think  you  need  to  do  all  these  billion-and- 
a-half  dollars'  worth  of  things."  We  like  very 
much  the  services'  opportunity  to  come  back 
and  say,  "O.K. ,  but  here's  our  view  about  all 
of  that." 

Some  things,  we  think,  still  need  to  go. 
[SLIDE  44|  Basically,  as  General  Pat  Roddy 

said  in  a  memo  about  a  year  ago,  time  is 

really  the  problem,  time  to  do  it  right  the 
first  time.  Anything  we  can  do  to  be  ruthless, 
to  get  rid  of  less  effective  pieces  of  this 

PPBS  has  got  to  be  in  the  right  direction. 
I've  talked  to  you  about  several  of  the  prob¬ 
lems  discussed  before,  and  you  know  the  dis¬ 
connects  between  DC  scenarios,  and  the  use  of 
old  procurement  plans,  and  the  DAMPL  can't 
always  be  right — nobody  is  going  to  argue  with 
me  there.  We  would  certainly  like  to  have  more 
time. 


The  Army  has,  for  some  time,  talked  about 
biennial  programming  and  budgeting.  Budgeting, 
of  course,  is  driven  by  the  Congress.  The 

ultimate  fix  would  be  to  get  the  Congress  to 
agree  that  we  can  send  the  budget  over  only 
once  every  other  year.  That  is  highly  un¬ 
likely;  so,  an  alternative  would  be  a  biennial 
program.  Do  you  really  want  us  to  submit  all 

of  the  information  in  the  same  format  every 

year?  We've  been  fairly  successful  in  the 
past.  Here's  your  laundry  list  of  changes, 
like  the  PCD,  the  Program  Change  Decision. 
Maybe  we  could  do  that  once  every  other  year. 
But  those  are  proposals  we've  made  before. 

This  extensive  planning  process  requires 
an  exorbitant  amount  of  time  and  effort 

arguing  about  the  word  "key"  or  "critical." 
Have  we  not  6et  the  course  already?  Do  we  not 
know  generally  where  the  department  is  headed? 
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Maybe  we  just  need  to  do  that  in  the  first 
year  and  fourth  year  of  an  administration.  The 
first  year  means,  "This  is  where  I  want  to 
take  this  department."  The  fourth  year  means 
that,  "In  case  I'm  not  here  next  year,  this  is 
where  I  want  to  leave  my  successor,  with  the 
notion  of  where  I  wanted  to  take  the 
department." 

Stable  Fiscal  and  Manpower  Guidance.  I 
think  General  Cunningham  has  talked  about  that 
at  length.  We  recognize  there  aren't  a  whole 
lot  of  things  that  can  be  done  within  the 
department  driven  much  by  outside;  nonethe¬ 
less,  massive  gyrations  have  to  occur  and 
massive  workloads  which  takes  time  away  from 
all  those  other  neat  things  I  was  talking 
about  to  accommodate  the  essentially  nine  POMs 
that  we  submitted  last  year.  And  manpower 
guidance.  Don't  forget  the  word  "manpower." 

We  just  think  that  something  has  to  be 
done  with  this  notion  of  creative  programming. 
Either  we  have  to  go  back  and  argue  that  there 
is  a  relationship  between  our  critical  re¬ 
sources,  civilians,  dollars,  and  military,  new 
initiatives,  and  defense  improvements,  or  just 
find  better  ways  to  come  to  grips  with  the 
inability  to  raise  civilian  endstrength.  The 
intelligence  process — I  leave  that  open  for 
discussion.  It  is  a  very  complicated  system. 

Further  data  reductions:  Anything  you  can 
do  to  reduce  our  workload  of  passing  numbers 
back  and  forth  is  great. 

Role  of  OSD  and  JCS.  I'd  like  to  cover 
these  two  points  together.  We  know  there  is  an 
oo(,">ii.g  .review  of  the  role  of  the  JCS.  A  sub- 
St..  .if  that  is  the  role  of  the  JCS  in  the 

defense  guidance  business  and  in  the  resource 
allocation  business.  We  probably  think  that, 

maybe,  they're  out  to  beat  such  a  review  off 
the  OSD  staff's  role.  I'm  not  being  facetious 
when  I  say  that  I  was  probably  naive  in  ex¬ 
pecting  a  reduction  in  the  size  of  the  OSD 

staff  because  of  the  new  and  exciting  decen¬ 
tralized  management  philosophy.  I  haven't  seen 
that  occur  yet.  There  are  plenty  of  folks  who 
are  still  looking  for  things  that  are  below 
that  relevant  management  construct  level  of 
OSD,  in  my  view.  But,  anyway,  there's  a  whole 
big  bag  right  in  those  two  offices,  right 
there. 

That  is  a  look  from  one  service 
programmer's  perspective.  I'd  have  to  have 
another  look.  We  say,  "Don't  be  specific  in 

the  Defense  Guidance  for  service-unique  re¬ 
quirements;  do  it  for  cross-service  require¬ 
ments  only."  But  why  isn't  the  JCS  the  one  to 
tell  us  to  get  that  act  together?  Enough  said! 
That  concludes  the  pitch  on  the  Army  program 


system  and  just  a  glimpse  at  what  we  think 
could  be  improvements. 


DISCUSSION 

Colonel  Donahoe:  Going  back  to  where  you  had 
the  functional  areas,  one  of  the  problems 
we're  trying  to  solve  is:  How  do  you  tie  all 
that  together?  You  had  the  functional  propo¬ 
nents  in  there,  as  well  as  structure,  manning, 
and  equipment.  I  guess  the  point  that  I'm 
driving  at  is  we  may  do  very  well  over  here — 
let's  say,  in  mobilizing  facilities — but  how 
do  you  know  if  the  training  base  will  support 
all  the  rest  of  that? 

Colonel  Carney.  What  is  done  is  that  the  panel 
will  be  given  this  series  of  PDIPs.  If  PDIPs 
are  constructed  right,  there  will  be  a  "piece 
of  training”  in  that  particular  initiative.  If 
it's  a  mobilization  initiative,  for  example, 
it  will  undoubtedly  have  a  mobilization 
training  base  piece  of  it.  So,  the  building 
block  is  where  we  think  we  need  to  integrate 
it.  That  is  not  to  say,  however,  that  these 
panels  aren't  talking  back  and  forth  all  the 
time.  And  it  is  not  to  say  that  the  functional 
review  doesn't  find  several  disconnects. 

Question:  I  guess  I'm  talking  about  a  more 
macro  basis  than  just  the  PDIP.  Does  the  or¬ 
ganization  over  at  Bethesda  look  at  that  whole 
thing,  all  the  way  back  to  training,  to  ask, 
"Is  the  training  base  big  enough  to  support 
everything  that  I  have  to  do?” 

Colonel  Carney :  You  will  not  find  on  the 
Army's  staff  an  office  that  is  trying  to  do 
cost-benefit  analyses  of  these  various  func¬ 
tions.  But,  organizationally,  you  will  find  a 
staff  organization,  like  DCSPER,  that  is  al¬ 
ways  very  worried  about  the  manning  posture  of 
the  Army.  Putting  that  together  in  optimum 
fashion  is  too  tough  for  the  colonels  of  the 
Array.  We've  got  to  pass  that  one  on  to  the 
generals  and  participate  with  them. 

Question:  I'd  like  you  to  comment  on  your 
planning  and  programming  philosophy.  It  seems 
from  your  presentation  that  you  place  a  great 
deal  of  stock  in  the  simulation  results  of  a 
specific  scenario,  and  you  implied  in  fact 
that,  if  the  scenario  were  changed  a  bit,  the 
results  could  be  very  different  and  certainly 
would  be  traumatic  to  the  staff.  There's 
another  school  of  thought  which  is  very  con¬ 
cerned  about  trying  to  plan  with  specific 
scenarios.  Is  that  of  concern  to  the  Army, 
and  can  you  do  anything  to  overcome  that,  to 
provide  results  that  might  be  a  bit  more 
scenario-independent  (if  that's  possible)? 
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Colonel  Carney:  There  are  diversions  of  the 
warfighting  analysis  that  are  going  on  in  the 
Concepts  Analysis  Agency  all  the  time.  It  is 
sensitivity  analysis,  if  you  will.  You  don't 
run  the  whole  model.  That  would  take  6  months, 
and  that's  a  lot  of  computer  time.  But  we  can 
run  diversions. 

Question:  What  is  the  difference  between  the 
plan  and  the  POM? 

Colonel  Carney:  You  will  find  very  few  numbers 
in  the  Army  Plan.  It  will  look  more  like  POM 
volume  1,  which  is  a  narrative  description  of 
the  Army's  POM  as  opposed  to  all  of  its  re¬ 
source  statements.  It  will,  in  fact,  establish 
that  direction  we're  heading  in  these  eight 
functions  and  goals.  It  will  be  our  objective, 
if  you  will.  Now,  when  you  see  the  POM  in  May, 
as  opposed  to  the  Plan  now,  you  will  find  as 
it  is  now  going  on  with  Defense  Guidance,  that 
a  lot  of  the  goals  and  objectives  were  not 
affordable.  So,  the  words  will  not  be  the 
same.  That's  the  difference. 

Question:  You  spoke  eloquently  about  prior¬ 
itization.  One  of  the  things  critics  might  say 
about  this  process  is  that,  although  you  set 
priorities,  you  rarely  kill  any  major  func¬ 
tions  or  major  systems.  Instead,  you  change 
the  rate  of  acquisition.  First,  do  you  think 
that  is  a  problem,  and,  second,  to  the  extent 
that  you  think  that  is  an  issue,  how  would  you 
go  about  changing  the  Army  programming  system? 

Colonel  Carney:  The  Army's  argument  against 
providing  OSD  a  priority  list  has  been  that 
it's  not  really  a  priority  list  until  you  know 
what  that  dollar  value  cut  is  going  to  be. 
Because,  even  if  you  incrementalize  the  pro¬ 
gram  development  packages,  it  doesn't  really 
reflect  the  top  leadership's  view  of  pri¬ 
orities.  PDIPS  are  not  a  relevant  management 
construct.  We  don't  lay  a  PDIP  display  on  our 
leadership.  And  so,  until  you  know  the  size  of 
the  bogey,  you  don't  really  know  what  your 
priority  is.  And  so,  these  panels,  if  you 

will,  are  going  through  this  development  pro¬ 
cess  to  try,  in  fact,  to  prioritize  within 

these  eight  functions.  But  it  really  doesn't 
get  serious  until  the  Fiscal  Guidance  comes 
down. 

General  Noah:  I'll  take  that  one,  Tom.  Let's 

take  the  Navy,  for  example.  Would  you  like  to 
kill  off  submarines  or  aircraft  carriers? 
Which  one?  Take  your  choice.  The  Army,  as  I 
said  earlier,  is  made  up  of  a  lot  of  incre¬ 

mental  packages,  and  the  way  most  of  those 
systems  appeared  was  through  a  thing  called 
the  POM  field  development  plan.  They  go 
through  that,  and  then  they  come  up  with  all 


the  areas  in  which  things  are  needed,  like  the 
D1VAD  gun.  That  raises  the  question:  Is  there 
a  need  for  a  gun  versus  a  missile?  I  don't 
think  that  much  will  be  killed  off  in  the 
prioritization  process  that  will  occur  this 
winter.  But,  off-line,  within  the  equipping 
process,  we'll  have  to  see  how  much  gets 
killed  off.  But  there  are  off-line  methods  to 
do  that,  and  it  has  to  be  looked  at  by  the  top 
level. 

1  think  it's  getting  apparent  to  the  Army 
that  it  can't  buy  everything.  But  when  you 
kill  one  of  those  things  off,  you  leave  a 
valley  of  risks  in  a  hump  of  a  battlefield. 
How  much  of  that  valley  of  risk  you  can  afford 
is  a  continuing  argument.  We're  just  going  to 
take  some  of  those  valleys  of  risks.  If  some¬ 
thing  comes  out  of  the  end  of  a  barrel,  it 
tends  to  be  of  higher  priority,  it  seems. 
There  are  some  systems — and  I  won't  get  into 
the  substance  here — that  I  have  my  doubts 
about,  as  far  as  the  priority  and  risks  are 
concerned.  The  particulars  from  the  programs 
have  to  jump  up  and  hit  the  decision  maker  in 
the  face.  Until  you  know  those  particulars, 
the  priority  is  just  a  notion. 

Question:  I  take  it  that  your  view  is  that  it 
is  not  something  that  can  be  done  very  well 
within  the  formal  programming  process,  but 
should  be  done  off-line. 

General  Noah:  The  way  we  work,  the  programmer 
is  not  the  one  on  the  Army  staff  that  should 
do  that.  The  people  who  worry  about  that  are 
going  to  be  General  Jim  Merryman,  DCSRDA, 
because  he's  got  the  contracts,  and  General 
Bill  Richardson,  DCSOFS,  who  is  the  prior- 
itizer  and  who's  got  to  put  it  all  together 
and  worry  about  it.  It's  primarily  those  two, 
centered  about  a  guy  In  our  staff  called  the 
Director  of  Requirements,  who  worry  about 
prioritization.  And  these  staff  elements  work 
in  conjunction  with  the  two  primary  Major 
Commands,  TRADOC  and  DARCOM.  That's  why  I 
can't  direct  that  one  way  or  another.  But  we 
certainly  push  that  around.  The  Under  Sec¬ 
retary,  Jim  Ambrose,  is  bringing  our  cost 
discipline  really  into  view.  He's  not  going  to 
let  us  loose  on  that.  I  hope  you'll  see  some 
changes  this  year.  I  can't  guarantee  it. 

Colonel  Carney:  There  will  be  proposals 
presented  as  a  result  of  the  prioritization 
process  and  the  draft  POM  that  goes  to  the 
functional  review.  It  will  have  a  proposal  of 
several  systems  for  termination. 

General  Noah:  It  is  amazing  how  hard  it  is  to 
terminate  a  system.  Amazing!  They  keep  coming 
up. 
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The  work  reported  here  was  undertaken  in 
1981  for  USDRE  and  OSD  (Comptroller).  It  is  a 
direct  result  of  the  DepSecDef  program  for 
improving  the  DoD  Planning,  Programming,  and 
Budgeting  System  in  general  and  long-range 
planning  in  particular.  The  thrust  of  the  worlcc- 
k  has  been  to  assess  the  feasibility  of  a  com¬ 
mon,  mission-area-oriented  program  structure 
and  an  associated  planning  cost  system  that 
would  allow  affordability  assessments  of  the 
/  OSD  and  service  plans  in  the  FYDP  out  years 
and  over  the  Extended  Planning  Annex  (EPA) 
years. 

(SLIDE  1)  The  presentation  will  be  given 
in  two  parts.  The  first  part  of  the  presenta¬ 
tion  will  address  the  first  two  points:  an 
overview  of  the  mission-area  planning  cost 
system  and  an  explanation  of  the  proposed 
mission-area  structure  that  is  a  candidate 
proposed  for  the  underlying  structure. 

Tl'.e  second  part  of  the  presentation  will 
address  the  planning  cost  system,  using  the 
conceptual  USAF  planning  cost  system  as  an 
example  and  will  then  present  summary  remarks. 

A  MISSION-AREA  PLANNING  COST  SYSTEM  OVERVIEW 

(SLIDE  2|  The  mission-area  planning  cost 
system  is  a  tool  for  use  in  the  planning  part 
of  PPBS. 

The  main  objective  of  a  mission-area 
planning  cost  system  is  to  be  able  to  assess 
the  affordability  In  the  out  years  of  the 
programs  formulated  In  response  to  the  objec¬ 
tives  of  the  Defense  Guidance.  The  mission- 
area  planning  cost  system  would  aid  OSD  and 
the  services  In  examining  the  cost  implica¬ 
tions  of  the  planning  strategies,  assessing 
their  overall  affordability,  and  assessing 
comparative  costs  among  Defense  programs 
within  a  mission-area  framework. 

Several  concepts  and  features  have  served 
as  criteria  and.  Indeed,  constraints  on  the 
process  for  assessing  the  feasibility  of  a 
mission-area  planning  cost  system  from  the 
outset  of  the  feasibility  study. 


*  This  paper  is  an  expression  of  the  view  of 
the  authors  and  not  necessarily  those  of  any 
Department  of  Defense  agency  or  the  Betac 
Corporation. 
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•  THE  MISSION-AREA  PLANNING  COST  SYSTEM  -  OVERVIEW 

•  THE  MISSION-AREA  STRUCTURE 

•  THE  PLANNING  COST  SYSTEM 

•  SUMMARY 
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A  MISSION  AREA  PLANNING  COST  SYSTEM  OVERVIEW 
OBJECTIVES 

«  ASSESS  AFFORDABILITY  OF  OBJECTIVES  OF  DEFENSE  GUIDANCE 

•  EXAMINE  COST  IMPLICATIONS  OF  PLANNING  STRATEGIES 

CONCEPTS  ANO  FEATURES 

•  FYOP  OUT  YEARS  ANO  EPA  YEARS  TIME  HORIZON 

•  ASSOCIATION  OF  OWNF  RSHIP  AND  OPERATING  COSTS  WITH 
MAJOR  FORCES 

•  AGGREGATION  BY  MISSION  STRUCTURE,  SERVICE,  AND 
APPROPRIATION 

•  CONSISTENCY  WITH  SERVICES*  PLANNING  SYSTEMS  ANO 
PLANNING  FACTORS 

•  DEPENDENT  ON  EXISTING  DATA  SOURCES 

•  CONSTANT  DOLLAR  PROJECTIONS  WITH  INFLATION  FACTORING 
BY  APPROPRIATION 

•  SIMPLE.  FLEXIBLE.  AND  ROUGHLY  RIGHT" 
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•  the  time  horizon  is  focused  on  the  out 
years  of  the  five-year  program  and 
extends  across  the  10  years  of  the 
Extended  Planning  Annex  (EPA).  The 
intent  of  the  mission-area  planning 
cost  system  is  to  integrate  or  knit 
together  the  plans  from  the  FYDP  out 
years  with  the  plans  of  the  EPA  years 
for  an  Integrated  assessment  of  plans 
from  a  mission-area  viewpoint  across 
services  and  over  the  long-term 
horizon. 

•  A  primary  concept  of  the  planning  cost 
system  is  to  be  able  to  associate 
ownership  and  operating  costs  with 
major  forces  they  support,  in  order  to 
assess  the  full  costs  of  those  forces 
and  trade-offs  in  mission-area  strat¬ 
egies  or  objectives  that  Involve  those 
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forces.  Implicit  in  the  concept  is  the 
necessity  of  being  able  to  estimate 
and  associate  reasonably  representa¬ 
tive  ownership  and  support  costs  so 
that  Total  Obllgational  Authority 
(TOA)  may  be  estimated  for  the  com¬ 
bined  service  plans  in  the  out  years 
of  the  EPA  horizon. 

•  The  mission-area  structure  Is  critical 
to  the  system,  in  that  it  allows  allo¬ 
cation  of  service  program  costs  into 
categories  in  which  the  input  re¬ 
sources  are  associated  in  common,  mis¬ 
sion-area  like  functions.  The  mission- 
area  structure  has  been  developed  at 
the  program  element  (PE)  level  by 
grouping  PEs  with  common  functions 
into  clusters.  Those  clusters  can  be 
further  grouped  into  mission  areas. 
The  mission  areas  can  be  further 
grouped  into  1  of  13  mission  cate¬ 
gories.  Thus,  by  this  nested  aggre¬ 
gation  or  grouping  process,  the  costs 
of  the  resources  at  the  PE  level  can 
be  aggregated  at  three  levels  above 
the  PE  level  within  the  mission-area 
structure. 

•  A  major  constraint  on  the  mission-area 
planning  cost  system  is  that  it  be 
consistent  with  the  services'  planning 
systems  and  processes  in  order  to 
maintain  commonality  and  to  minimize 
any  added  burden  in  formulating  inputs 
to  the  system. 

•  Another  major  constraint  is  that  the 
system  be  dependent  only  on  existing 
data  sources,  again  in  order  to  mini¬ 
mize  the  added  burden  and  promote 
commonality  of  input  data  with  other 
aspects  of  OSD  planning  systems,  as 
well  as  eliminate  data  input  differ¬ 
ences  as  a  systematic  source  of  dif¬ 
ferences  in  results. 

•  The  cost  projections  of  the  mission- 
area  planning  cost  system  should  be  in 
constant  dollars  with  the  capability 
for  relative  pricing  or  inflation 
factoring  by  appropriation  category. 

o  Because  the  mission-area  planning  cost 
system  focuses  on  the  long-range  hori¬ 
zon  and  at  a  macro  planning  level,  it 
should  be  kept  as  simple  anu  as  flex¬ 
ible  as  possible  with  "roughly  right" 
results  being  sufficient  for  the 
assessments  desired. 


[SLIDE  3]  The  primary,  key  element  of  the 
mission-area  planning  cost  system  Is  the 
proposed  common  information  structure,  the 
mission-area  structure.  It  offers  an  aggre¬ 
gation  of  PEs  by  function  into  342  clusters, 
an  aggregation  of  function  or  cluster  groups 
into  107  mission  areas,  and,  finally,  an  ag¬ 
gregation  of  mission  areas  in  13  mission  cat¬ 
egories.  This  mapping  of  PEs  into  mission-area 
structure  is  available  as  one  candidate  common 
information  structure.  The  objectives  to  be 
served  by  any  common,  mission-area-oriented 
structure  are  shown  on  [SLIDE  4]. 

STRUCTURE  OBJECTIVES 

The  objective  of  the  mission-area  struc¬ 
ture  is  to  provide  a  common  information  struc¬ 
ture  that  will  give  visibility  to  issues  that 
span  all  the  services  in  scope.  From  a  plan¬ 
ning  issues  viewpont,  for  example,  it  may  give 
visibility  to  planning  strategies  in  a  set  of 
mission  areas  or  force  mixes  that  support  a 
mission  category,  such  as  strategic  warfare. 
It  certainly  should  give  visibility  to  topical 
issues,  such  as  manpower  or  logistics,  and 
offers  the  opportunity  for  consistency  of 
information  structure  over  time,  particularly 
for  planning  views  from  the  out  years  of  the 
FYDP  and  over  the  EPA  years. 

A  further  objective  has  been  to  find  or 
create  an  information  structure  that  would  be 
acceptable  to  all  the  focused  interest  groups 
in  the  Department  of  Defense  that  span  R&D, 
systems  acquisition,  force  structure,  and 
manpower,  for  the  purpose  of  examining  af¬ 
fordability  issues  across  services  In  the 
planning  part  of  PPBS.  A  primary  focus  is  that 
of  being  able  to  associate  ownership  and 
operating  costs  with  major  systems  and  force 
structure . 

[SLIDE  5J  These  three  criteria  were 
imposed  at  the  outset  of  the  development  of 
the  mission-area  structure.  The  missions 
should  take  as  its  points  of  departure  those 
that  were  used  by  OSD  in  1481.  (A  comparison 
of  the  proposed  missions  with  the  1981  OSD 
missions  is  shown  on  the  next  slide.)  The 
mission-areas  list  should  take  as  its  points 
of  departure  the  list  developed  by  USDRE  and, 
finally,  each  PE  should  have  a  unique  assign¬ 
ment  in  the  mission-area  structure. 

There  were  obvious  conflicts  in  imple¬ 
menting  a  mission-area  structure  that  would 
meet  those  critera.  The  approach  used  to 
resolve  those  conflicts  was  to  create  specific 
mission  areas  for  multipurpose  combat  units 
and,  within  mission  areas,  to  group  func¬ 
tionally  similar  PEs  into  clusters. 
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Slide  3 

TOTAL  NUMBER  OF  PE* 

ACTIVE  .  2.490 

HISTORICAL .  750 

3.240 

TOTAL  NUMBER  OF  CLUSTERS .  342 

TOTAL  NUMBER  OF  MISSION  AREAS .  107 

TOTAL  NUMBER  OF  MISSIONS .  13 

V _ 

Slide  4 


STRUCTURE  OBJECTIVES 


•  VISIBILITY  FOR  PLANNING  ISSUES  - 

PLANNING  STRATEGIES.  MISSIONS 

•  VISIBILITY  FOR  TOPICAL  ISSUES  - 

MANPOWER.  LOGISTICS.  CHEMICAL  WARFARE.  THEATER  NUCLEAR 
WARFARE.  AS  WELL  AS  SYSTEMS  ACQUISITIONS  ISSUE1 

•  TIME  FRAME  CONSISTENCY  - 

PAST.  PRESENT.  PROGRAMMED.  AND  PLANNING  PROJECTION 
BEYOND  THE  FYQP,  ALL  IN  ONE  FORMAT 

•  UNIVERSALLY  ACCEPTABLE  - 

RAO  PLANNING  PERSPECTIVE.  ACQUISITION  PLANNING  PERSPECTIVE. 
FORCE  STRUCTURE  PERSPECTIVE.  AND  OWNERSHIP  AND  OPERATING 
COST  ASSOCIATIONS 
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The  F-4s  and  aircraft  carriers  clearly 
are  examples  of  multi-purpose  combat  units.  A 
special  mission  area,  multi-purpose  battle 
groups/air  wings,  was  created  within  the  naval 
warfare  mission  category  to  give  each  of  those 
program  elements  a  single,  unique  assignment 
within  the  mission  area  structure. 

The  submarine  forces  and  associated  PEs 
were  allocated  between  Strategic  Warfare  (sea- 
based  strike)  and  Naval  Warfare  (submarines). 

The  Army's  major  forces  program  elements, 
such  as  PE  22311A,  Division  (Europe),  tend  to 
be  large  aggregations  of  many  diverse  types  of 
combat  units.  Assignment  of  those  PEs  as  whole 
entitles  within  the  mission-area  structure 
would  require  compromises.  One  approach  used 
to  resolve  the  conflict  was  the  redefinition 
of  the  PE  structure  in  order  to  achieve 
greater  force-unit  homogeneity  below  the  PE 
level. 

MISSIONS 

[SLIDE  6J  A  comparison  of  the  proposed 
mission-area  structure,  in  the  left  column, 
and  the  initial  OSD  mission  structure,  shown 
In  the  right  column,  reveals  the  major  dif¬ 
ferences.  The  land,  air  warfare  &  command, 
control,  communications,  and  Intelligence  ag¬ 
gregate  category  on  the  right  was  broken  into 
component  missions  as  shown.  The  command, 
control,  communications,  and  intelligence 
categories  that  would  be  specifically  asso¬ 
ciated  with  the  warfare  missions  were  assigned 
to  them.  The  remaining  command,  control,  com¬ 
munications  and  intelligence  activities  that 
supported  more  than  one  warfare  mission  were 
grouped  into  Defense-wide  communications  or 
Defense-wide  intelligence.  The  four  support 
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CRITERIA 

MISSIONS  .  THOSE  USED  BY  OSD  IN  81 

MISSION  AREAS  .  THOSE  DEVELOPED  BY  USORE 

Pf  i . EACH  A  UNIQUE  ASSIGNMENT 


CONFLICTS 

F-4» 

CARRIERS 

SUBS 

DIVISIONS 

APPROACH 

•  CREATE  SPECIFIC  MISSION  AREAS  FOR  MULTIPURPOSE 
COMBAT  UNITS 

•  WITHIN  MISSION  AREAS,  GROUP  FUNCTIONALLY  SIMILAR 
PEs  INTO  CLUSTERS 

•  REDEFINE  PE  STRUCTURE  TO  ACHIEVE  GREATER  UNIT 
HOMOGENEITY 
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MISSIONS 


PROPOSED 

•  STRATEGIC  WARFARE 

•  THEATER  NUCLEAR  W/F 

•  AIR  WARFARE  (API  » 

•  LAND  WARFARE  (ARMY)  1 

•  AIR  WARFARE  IUSMCI  J 

•  LAND  WARFARE  (USMCI 

•  NAVAL  WARFARE 

•  MOBILITY 

•  CHEMICAL  W/F 

•  DEF  WIDE  INTELLIGENCE 

•  DEF-WIOE  COMMUNICATIONS 

•  SCIENCE  A  TECHNOLOGY 


•  DEF  WIDE  SUPPORT 


81  POM 

•  STRATEGIC  W/F  AC*  I 

•  THEATER  NUCLEAR  W/F  A  C*  I 


•  LAND  AIR  WARFARE  A  C3I 


•  NAVAL  WARFARE  A  C3I 

•  MOBILITY  C*f 

•  CHEMICAL  W/F 

•  INTELLIGENCE 

•  DEF  WlOf  C* 

•  SCIENCE  A  TECHNOLOGY 

•  GEO-PHYSICAL  A  SPACE 

•  TEST  AND  EVALUATION 

•  INTERNATIONAL  COOPERATION 

•  MANAGEMENT  AND  SUPPORT 
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mission  categories  shown  on  the  right  were 
aggregated  into  a  Defense-wide  support 
category . 

[SLIDE  '/j  Here,  for  the  Strategic  Warfare 
mission,  the  mission  area  of  airborne  strike 
is  taken  as  the  departure  point  mission  area 
for  disaggregation.  It  has  four  component 
clusters,  as  shown.  Taking  the  strike  aircraft 
cluster  for  further  decomposition,  all  the 
component  PEs  are  listed.  Those  PEs  that  are 
historical  PEs  are  designated  with  an  (H) 
following  the  title* 

A  mission-area  structure,  as  shown  in 
this  example,  offers  a  : unique  and  consistent 
means  of  associating  PF.s  of  similar  function 
across  all  the  Mve-year  defense  program 
categories  and  >f  a- re  gating  them  at  three 
alternative  levels.  Such  a  nl ss Ion-area  struc¬ 
ture  is  desirable  for  common  use  in  examining 
cross-service  program  Issues.  it  offers  a 
common  reference  framework  upon,  which  resource 
allocation  alternatives  may  he  assessed. 

[SLIDE  8]  (n  tils  slHe,  for  the  mission 
of  Naval  Warfare,  the  mission  area  of  N  aval 

Warfare  Program  8  Is  taken  as  the  point  of 

departure  for  further  i  i  saggreg.it  ton .  It  has 
five  component  -lusters,  as  shown.  Taking  the 
clusters’  training  activity — system  oriented 
for  further  disaggregation — yields  the  PR  list 
as  shown. 

Another  feature  of  cbe  mission-area 
structure  is  sh  wn  here.  Note,  for  example, 
the  mission  n't  a  titled  Naval  War!  are  Program 
5/2.  That  denotes  the  mission  ares  i a  Naval 

Warfare  Program  5,  the  Reserves,  that  contains 
tile  reserve  acti-'i'ie  that  me  similar  to 
those  perfoimed  by  tin.  arrive  di.tv  forces  in 
Naval  Warfare  Program 

[SLIDK  9)  The  programs  In  the  ipper  left 

portion  of  the  figure  are  the  areas  In  the 
total  Defense  program  that  will  vary  most, 
dept  tiding  on  planned  force  st  rue  t -are  varia¬ 
tions,  operating  tempo,  Mil  such  other  plan¬ 
ning  issues  as  readiness  and  sustainability 
levels.  They  Include  such  programs  as  the 
air-,  ground-,  and  sea-launched  cruise  mis¬ 
siles,  ships,  and  aircraft,  with  their  asso¬ 
ciated  weapons  and  supporting  subsystems,  the 
fighting  forces. 

The  Items  in  the  lower  left  portion  will 
tend  to  be  the  residual  or  non-varlale  por¬ 
tions  of  Lhe  programs  above  the  line;  that  Is, 
they  are  portions  of  the  program,  that  over  a 
relatively  wide  range  of  activity  level  In  the 
Defense  program,  are  less  directly  tied  to  and 
sensitive  to  change  In  activity  level  or  are 
deferrable  fa  time.  They  Include  fixed  costs 
of  such  programs  as  Base  Operations,  Real 
Property  Maintenance,  and  Headquarters  units. 
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The  programs  in  the  right-hand  portions 
tend  to  be  driven  by  policy  issues  that  are 
less  directly  tied  to  the  force  planning 
Issues.  They  Include  such  programs  as  Tech¬ 
nology  Base  Programs  and  Support  to  Foreign 
Nations . 

The  focus  of  a  mission-area  cost  planning 
system,  then,  is  on  the  upper  left  portion  of 
the  figure  for  response  to  force  planning 
issues.  The  primary  thrusts  of  such  a  planning 
cost  system  are  to  be  able  to: 


1.  Estimate  or  project  the  direct  re¬ 
source  costs  of  the  planned  force 
structures  and  operating  tempos  in 
the  warfare  programs  (including  most 
of  the  National  Guard  and  Reserve 
programs) 

2.  Estimate  the  indirect  resource  costs 
within  the  warfare  programs  and  asso¬ 
ciate  them  with  the  forces  they 
support 

3.  Estimate  the  Indirect  resource  costs 
within  Programs  7  and  8  and  associate 
the  variable  portions  of  those  costs 
with  the  forces  they  support 

4.  "Cross-walk"  those  force-associated 
costs  into  a  mission-area  structure 
that  will  give  visibility  to  the 
variations  in  total  costs  associated 
with  variations  in  force  structures, 
operating  tempo,  and  other  planning 
Issues , 

5.  Build  up  to  an  estimate  of  the  overall 
program  Total  Obligations!  Authority 
(TOA)  necessary  to  support  a  given 
planned  policy  mix  and  level  in 
order  to  be  able  to  assess  its 
affordability. 

We  turn  now  to  consider  a  mission-area 
cost  planning  system  that  would  be  capable  of 
carrying  out  those  thrusts.  The  conceptual  Air 
Force  Planning  Cost  System  is  used  as  the 
example . 

PLANNING  COST  SYSTEM:  OVERVIEW  (USAF) 

[SLIDE  10 |  The  approach  described  here 
has  been  applied  thus  far  to  the  Air  Force 
only.  The  general  approach  is  still  being 
explored  for  both  Navy  and  Army  application. 

This  slide  shows  the  major  features  of 
the  system  in  terms  of  Inputs,  processes,  and 
outputs.  The  Inputs  shown  would  be  obtained 
from  the  Air  Force  by  virtue  of  their  program 
as  depicted  in  the  latest  FYDP  and  EPA  sub¬ 
missions.  Projected  flying  hours  and  selected 
cost  factors  and  supplemental  coat  information 
would  also  be  required. 
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USAF  PLANNING  COST  SYSTEM:  OVERVIEW 

INPUTS 

•  FORCE  STRUCTURE  FYDP  ANO  CPA  BY  YEAR 

•  OPERATING  TEMPO  FLYING  HOURS.  BY  A/C  TYPE.  BY  YEAR 

•  SPECIFIC  COST  FACTORS:  E  G  .  AFR  173-13 

•  EPA  DATA  PROCUREMENT.  RDT  BE,  Ml  ICON 

SYSTEM  PROCESSES 

•  ESTIMATING  RELATIONSHIPS 

•  ALLOCATION  RULES  FOR  SUPPORT  COSTS 

•  MISSION  AREA  STRUCTURE 

OUTPUTS 

•  PROJECTED  OBS  COSTS  ANO  TOA 

•  BY  CLUSTER.  MISSION  AREA.  MISSION  OR  STRATEGY 

-  BY  APPROPRIATION 

-  BY  FYDP  PROGRAM 
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The  system  processes  serve  to  organize 
the  information,  to  project  estimates  of  oper¬ 
ating  and  support  (0&S)  costs,  and  to  allocate 
or  associate  support  costs  to  the  combat  mis¬ 
sion  areas.  The  processes  also  incorporate 
computational  modules  used  to  compute  inter¬ 
mediate  data  products,  such  as  projection  of 
0&M  costs  for  a  specified  aircraft  type  and 
flying  hour  program,  using  service  planning 
factors.  A  series  of  estimating  relationships 
has  been  developed  for  the  planning  cost 
system  based  on  historical  data. 

The  outputs  can  be  generated  in  a  variety 
of  levels  of  aggregation,  depending  on  the 
interests  of  the  user. 

As  Indicated  on  the  previous  slide,  the 
major  cost  estimation  and  allocation  or  asso¬ 
ciation  problems  involve  the  operating  and 
support  costs.  The  example,  therefore,  focuses 
on  the  processes  involving  0&M  and  military 
personnel  cost  estimation  and  association  with 
the  force  programs  they  support. 

OVERVIEW  OF  0&M  PROJECTION  PROCESS 

[SLICi  11 J  The  approach  to  the  estimation 
of  0&M  is  similar  in  FYDP  Programs  1,  2,  4, 
and  5,  deriving  from  the  fact  that  these 

programs  contain  most  of  the  major  force 

program  elements.  Programs  7  and  8  contain 
supporting  activities  and  are  estimated 
somewhat  differently. 

The  general  buildup  to  total  06,M,  using 

estimating  relationships  (ERs),  may  be  seen  by 
reading  vertically  down  the  left  side  of  the 

figure.  The  figure  also  Indicates  (on  the 
right  half)  that  the  estimation  process  will 
accumulate  the  variable  (l.e.,  variable  with 
force  structure  and  operating  tempo)  portions 
of  the  0&S  costs  by  PE,  mission  area,  and 
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mission.  The  general  methodology  for  the  es¬ 
timation  of  O&M  within  each  program  follows. 

Slide  11 

- 

OVERVIEW  OF  O&M  PROJECTION  PROCESS 

PROJECTION  OF  TOTAL  04M  PRQJEC T I ON  OF  04  M  B Y  MISSION  AREA 

FYOP  PROGRAMS  PROJECT  FIXED  AND  VARIABLE  ASSIGN  VARIABLE  04M  COSTS  TO  PC* 

X  4.  AND  S  04M  COSTS  FOR  MAJOR  PEi  ^"FUNCTIONS.  MISSION  AREAS.  MISSIONS 

|  (ESTIMATING  RELATIONSHIPS! 

PROJECT  TOTAL  04M  WITHIN 
EACH  PROGRAM 


FYOP  PROGRAMS  PROJECT  FIXED  AND  VARIABLE  ASSIGN  VARIABLE  04M  COSTS  TO  PEi, 

7  AND  «  04M  COSTS  FOR  MAJOR  P€v - ^  FUNCTIONS.  MISSION  AREAS.  MISSIONS 

I 

|  (ESTIMATING  RELATIONSHIPS! 

PROJECT  TOTAL  04M  COSTS 
FOR  PROGRAMS  7  ANO  8 

(ESTIMATING  RELATIONSHIPS) 

t 

PROJECT  TOTAL  USAF  04M  SUM  TO  OBTAIN  TOTAL  vARIABl  £ 

04MBYPEi.ETC  IN  MISSION  AREA 
STRUCTURE 
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FYDP  Programs  1,  2,  and  5 

o  Estimate  variable  O&M  In  each  major 
force  PE,  using  service  planning  fac¬ 
tors  (AFR  173-13)  and  a  selected  force 
structure  and  flying  hour  program 
(operating  tempo),  crosswalk  to  mis¬ 
sion  area  structure.  An  example  would 
be  the  B-52  PEs.  For  specific  numbers 
of  aircraft  and  planned  flying  hours 
per  year,  the  variable  costs  can  be 
projected  and  then  crosswalked  into 
the  mission-area  structure  within  the 
Strategic  Warfare  mission. 

•  Estimate  fixed  O&M  cost  in  each  major 
force  PE  or  grouped  PEs ,  based  on 
analysis  of  USAF  O&M  accounting  data, 
crosswalk  to  mission-area  structure. 
Again,  using  the  B-52  PEs  as  an  ex¬ 
ample,  the  fixed  costs  can  be  pro¬ 
jected  and  crosswalked  into  the 
Strategic  Warfare  mission. 

•  Identify  from  analysis  of  historical 
data,  a  "driver"  set  of  direct-support 
PEs  within  each  FYDP  program  (e.g., 
Base  Operations  Support  and  Real  Prop¬ 
erty  Maintenance)  which,  when  taken 
together  with  the  major  force  PEs  con¬ 
sistently,  over  time,  account  for  a 
large,  relatively  stable  fraction  of 
the  tota;  O&M  within  each  program. 
Project  costs  with  an  estimating 
relationship  and  crosswalk  variable 
costs  to  the  mission-area  structure. 

•  Project  the  total  O&M  for  each  FYDP 
program,  based  on  an  estimating  re¬ 
lationship  that  relates  the  O&M  in  the 


major  force  PEs  and  in  the  "driver" 
direct-support  PEs  to  the  total  pro¬ 
gram  O&M,  crosswalk  variable  costs  to 
mission-area  structure. 

•  Compare  all  relationships  determined 
from  historical  data  with  projected 
relationships  reflected  in  the  current 
FYDP.  Reconcile  any  differences  via 
consultation  with  appropriate  USAF 
offices.  Revise  as  necessary. 

FYDP  Program  7 

•  Identify  a  subset  of  "driver”  PEs  that 
satisfy  the  following  critera:  (a) 
consistently  account  for  a  large 
fraction  of  total  program  O&M;  and  (b) 
have  significant  variable  cost  com¬ 
ponent  (i.e.,  variable  with  the 
principal  measures  of  activity 
flying  hours,  number  of  aircraft, 
endstrength) . 

•  Project  the  O&M  in  the  "driver"  PEs, 
based  on  historical  relationships  to 
the  principal  activity  measures.  De¬ 
port  Maintenance  is  an  exception,  in 
that  it  is  projected  using  USAF  plan¬ 
ning  factors  for  each  type  aircraft 
and  the  associated  number  of  aircraft 
and  flying  hours  program. 

•  Estimate  the  variable  portion  of  O&M 
for  each  of  the  "driver”  PEs.  This  is 
the  amount  to  be  allocated. 

•  Using  the  allocation  rules  and  al¬ 
gorithms  developed,  allocate  to  major 
force  PEs  in  Programs  1,  2,  4,  and  5, 
the  variable  portions  of  the  O&M  in 
each  of  the  "driver"  PEs. 


FYDP  Program  8 

•  Estimate  total  O&M  Program  8,  using  an 
estimating  relationship  that  relates 
Program  8  O&M  to  O&M  in  Programs  1  and 
2. 

•  Distribute  the  total  program  8  O&M  to 
major  subprograms  within  Program  8 
(Individual  Training,  Training  Sup¬ 
port,  Health  Care,  Personnel  Procure¬ 
ment),  using  an  estimating  relation¬ 
ship  that  is  based  on  a  stable  his¬ 
torical  distribution  of  Program  8  O&M 
among  these  subprograms. 

•  Allocate  the  Program  8  variable  O&M  to 

major  force  PEs  In  Programs  1,  2,  4 

and  5,  using  allocation  rules  and  al¬ 
gorithms  developed. 
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Given  that  the  total  OAM  within  each  of 
the  programs  has  been  estimated,  total  Air 
Force  OAM  can  be  projected,  based  on  a  his¬ 
torically  derived  estimating  relationship  that 
shows  that  sum  of  OAM  in  FTOP  Programs  1,  2, 
5,  7,  and  8,  is  a  constant  fraction  of  total 
Air  Force  OAM. 

Within  the  mission-area  structure,  the 
variable  OAM  costs  (variable  with  force  struc¬ 
ture  and  operating  tempo)  have  been  projected 
and  assigned  at  the  program  element  level. 
Those  variable  OAM  costs  may  be  aggregated  at 
the  cluster,  mission  area,  or  mission  level, 
depending  on  the  issues  being  examined.  The 
non-variable  OAM  costs,  the  residuals  of  the 
projection  process,  can  be  treated  as  fixed 
costs  within  the  mission-area  structure. 


The  second  part  of  this  process  is  the 
estimation  of  OAM  in  base  operations  support 
(BOS)  and  Real  Property  Maintenance  Activities 
(RPMA).  The  process  first  projects  Program  1 
endstrength  on  the  basis  of  Program  l  PAA 
(PAA  ■  primary  authorized  aircraft)  and,  in 
turn,  projects  OAM  in  BOS  on  the  basis  of  Pro¬ 
gram  1  endstrength.  The  data  underlying  ERC-1 
and  ERC-2  indicate  that  BOS  is  almost  totally 
variable  with  PAA.  Program  2  RPMA  OAM  does  not 
vary  in  any  regular  fashion  with  any  of  the 
major  ..ctivity  variables  (flying  hours,  PAA) 
or  with  endstrength.  Therefore,  it  can  be 
treated  exogenously  as  a  policy  variable  or 
else  estimated  by  its  historical  average 
value,  which  is  remarkably  stable,  and,  in  any 
case,  as  a  fixed  cost  relative  to  the  activity 
variables . 


{SLIDE  12)  We  can  examine  the  OAM  cost 
projection  process  in  more  detail  by  taking 
USAF  Program  1  OAM  as  an  example. 


Slide  12 


The  process  for  projecting  Program  1  OAM 
costs  is  as  shown  here.  The  process  shows, 
reading  down  the  left  side  of  the  slide  shown, 
that  the  number  of  each  type  of  primary 
authorized  aircraft  (PAA)  and  the  flying  hours 
(FH)  program  for  each  raodel/deslgn/series  type 
of  aircraft  is  applied  to  an  estimating  rela¬ 
tionship,  using  a  set  of  factors  to  obtain  the 
estimated  OAM  costs  of  fuel  and  base  main¬ 
tenance  supplies.  Those  OAM  costs  are  assigned 
within  the  mission-area  structure.  The  fixed 
costs  are  estimated  by  .aodel/deslgn  type  of 
aircraft  from  element  of  expense  data  and 
assigned  as  well.  Summing  the  costs  over  all 
model/design  types  of  aircraft  yields  an  esti¬ 
mate  of  the  OAM  in  the  aircraft  programs. 


The  total  O&M  for  the  aircraft  PEs,  as 
well  as  the  "driver”  direct  support  PEs,  have 
been  projected.  Estimating  relationship  D 
(ER  D)  is  used  to  project  the  total  OAM  in 
Program  1,  based  on  the  statistic  that 
over  the  10-year  period,  1972-1981,  77.5  per¬ 
cent,  ±  2  percent  of  total  Program  1  OAM  is 
accounted  for  by  the  sum  of  OAM  in  Aircraft, 
Base  Operation  Support,  and  Real  Property 
Maintenance. 

Each  of  the  other  major  programs  in  the 
FYDP,  as  shown  previously  in  the  overview, 
follows  a  similar  process  in  estimating  costs 
and  allocating  them  into  the  mission-area 
structure,  as  well  as  building  toward  an 
independent  estimate  of  total  OAM  by  program. 

The  other  component  of  the  operating  and 
support  cost  structure  is  that  of  military 
personnel  costs.  An  overview  of  that  process 
is  shown  next. 


PROJECTION  OF  USAF  ENDSTRENGTH  AND  MILITARY 
PERSONNEL  COSTS  -  OVERVIEW 

[SLIDB  13]  The  general  methodology 
closely  parallels  that  which  is  used  to  pro¬ 
ject  OAM.  Briefly,  the  process  is  as  follows. 

•  For  Programs  1,  2,  4,  and  8,  estimate 
endstrength  totals  for  each  program, 
using  ERs  specific  to  each  program. 

-  For  Programs  1,  2,  and  4,  use 

service  planning  factors  to  allo¬ 
cate  variable.  Endstrengths, 
based  on  changes  in  force  levels 
to  major  force  PEs  and  FYDP  base 
to  allocate  fixed  endstrength  to 
these  major  force  PEs. 
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PROJECTION  OF 

USAF  ENDSTRENGTH  AND  MIL  PERS  COSTS 


PROGRAM  & 

DRIVER 

ENDSTRENGTH  & 

SUBPROGRAMS 

VARIABLES 

METHOD 

MIL  PERS  COSTS 

1,  2,  a  4 

AIRCRAFT 

PLANNING  FACTORS 

VARIABLE 

MAJOR  PC  * 

EST  RELATIONSHIPS 

TOTAL 

8 

ENDSTRENGTH 

EST  RELATIONSHIP 

VARIABLE 

INO  TNG. 

IN  PROG  1.2,  &  4 

SPT  OF  IND  TNG. 

HEALTH  CARE 

AVERAGE 

FIXED 

8  TOTAL 

EST  RELATIONSHIP 

TOTAL 

TOTAL  USAF 

PROG  1.  2.  «.  A  H 

EST  RELATIONSHIP 

TOTAL 
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For  Programs  1,  2,  and  4,  allo¬ 

cate  remaining  endstrength  to 
remaining  PEs  on  a  proportional 
basis,  using  the  FYDP  to  deter¬ 
mine  percentage  distribution. 

-  For  Program  8,  use  ER  to  allocate 
endstrength  to  Program  8  subpro¬ 
grams,  Individual  Training  and 
Support  of  Individual  Training, 
and  allocate  endstrength  to  in¬ 
dividual  PEs  on  the  proportional 
basis,  using  the  FYDP  to  deter¬ 
mine  percentage  distribution. 

For  Program  8,  subprogram  Health 
Care  is  estimated  as  fixed  level 
(as  modified  by  USAF  policy  in¬ 
put)  and  allocated  to  individual 
PEs  on  a  proportional  basis, 
using  the  FYDP  to  determine  per¬ 
centage  distribution. 

For  Program  8,  allocate  remaining 
endstrength  to  remaining  PEs  on  a 
proportional  basis,  using  the 
FYDP  to  determine  percentage  of 
distribution. 

•  Project  total  USAF  endstrength,  using 

an  ER  that  relates  total  endstrength 
to  the  sum  of  the  endstrength  of 
Programs  1,  2,  4  and  8.  Assign  the 

incremental  endstrength  to  all  re¬ 
maining  PEs  on  a  proportional  basis, 
using  the  FYDP  to  determine  percentage 
distribution. 

•  Calculate  MilPers  costs  for  each  PE  by 
multiplying  endscrength  by  average 
military  pay. 


•  Map  endstrength  and  MilPers  costs  to 
the  appropriate  function/mission 
area/mission . 

•  Allocate  variable  Program  8,  MilPers 
Costs  to  all  endstrength  PEs,  using 
the  allocation  rules  developed  for 
Program  8. 

[SLIDE  14]  In  summary,  the  conceptual 
USAF  mission-area  planning  cost  system  is  a 
relatively  clean  and  direct  system  that  can  be 
well  supported  in  historical  data.  It  is  based 
firmly  on  umber  of  aircraft  by  type  and 
flying  hours.  The  allocation  of  variable  O&S 
costs  to  the  force  activities  they  support 
gives  greater  visibility  to  the  "full"  costs 
of  those  activities.  The  ability  to  build  up 
to  an  estimate  cf  total  USAF  O&S  costs, 
coupled  with  major  investment  estimates, 
allows  an  independent  estimate  to  total  USAF 
obligational  authority. 

From  a  methodology  perspective,  it 
ofters,  conceptually,  a  common  structure  and 
methodology  for  use  within  OSD  and  USAF,  as 
well  as  between  them  in  examining  planning 
issues  in  the  out  years  of  the  FYDP  and  in  the 
EPA  years.  It  associates  ownership  and  oper¬ 
ating  costs  with  the  major  forces  they  sup¬ 
port,  to  give  visibility  to  the  total  costs 
associated  with  those  forces.  It  offers  a 
mission-area  structure  that  gives  a  unique  and 
consistent  association  of  programs  serving 
like  functions.  It  offers  a  relatively  simple, 
flexible  and  "roughly  right"  means  of  examin¬ 
ing  planning  issues. 

SUMMARY 

[SLIDE  15]  The  mission-area  planning 
cost  system  as  a  whole  is  still  in  the  fea¬ 
sibility  study  process.  The  mission-area 
structure  portion  has  been  very  nearly  com¬ 
pleted  with  the  submission  of  the  proposed 
structure  and  completion  of  several  review  and 
revision  cycles.  That  part  of  the  effort  con¬ 
tinues  at  a  low  level  in  support  of  the  review 
and  coordination  of  candidate  mission  area 
structures  within  OSD. 

The  conceptual  USAF  planning  cost  system 
has  been  developed  to  the  point  where  it  is 
considered  feasible  for  preliminary  design; 
that  is,  the  conceptual  USAF  planning  cost 
system  is  being  reviewed  in  detail  and  worked 
through  by  example  to  assure  ■  specific, 
feasible  system.  The  feasibility  studies  of 
planning  cost  systems  for  the  other  three 
services  continue.  Some  significant  challenges 
have  been  encountered.  In  the  case  of  the 
Army,  the  highly  aggregated  program  elements 
in  Program  ?.  and  the  associated  data  problems 
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A  significant  development  impacting  the 
feasibility  study  of  the  Navy  planning  cost 
system  has  been  the  discontinuance  of  pub¬ 
lication  of  the  Navy  Program  Factors  Manual. 
Although  the  planning  factors  are  not  being 
published,  they  are  still  in  use  by  the  Navy, 
and  further  work  may  be  able  to  use  them. 
However,  the  VAMOSC  (Visibility  and  Management 
of  Operating  and  Support  Costs)  data  system* 
are  in  various  states  of  development  and  im¬ 
plementation  across  the  services  and  may  serve 
as  the  basis  for  further  planning  cost  system 
development.  Those  challenges  and  development*  i 
are  being  worked  through  in  the  study  \ 
processes. 
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are  formidable  challenges.  The  leading  ex¬ 
amples  of  highly  aggregated  program  elements 
are  the  three  PEs— 22311A,  22411A,  and 
22611A — covering  combat  divisions  for  Europe, 
Pacific,  and  FORSCOM  respectively.  There  are 
several  other  highly  aggregated  PEs  as  well. 
Their  common  problem  is  that  each  PE  contains 
many  combat  units,  and  their  separation  for 
assignment  within  the  mission-area  structure, 
as  well  as  development  of  planning  cost  in¬ 
formation,  requires  data  at  a  unit  level  lower 
than  divisions.  Alternatives  are  being  as¬ 
sessed  in  the  feasibility  study. 
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aspect  of  consistency  Is  the  common  use  of  the 
same  weapon-system-oriented  objective  func¬ 
tions.  Our  proposed  concept  uses  a  set  of  well 
defined  measures  of  capability,  such  as  air¬ 
craft  available  over  time  and  mission-capable 
sorties  that  can  be  generated. 


Capability  programming  is  concerned  with 
providing  the  resources  required  to  achieve 
combat  capability  objectives.  Although  capa¬ 
bility  programming  is  our  assigned  topic  for 
this  conference,  we  believe  it's  important  to 
discuss  capability  programming  in  the  context 
of  the  entire  Planning,  Programming,  and 
Budgeting  System  (PPBS). 


We  argue  for  decisions  reached  in  pro¬ 
gramming  to  be  derived  and  formulated  in  ways 
that  make  it  possible  for  the  decisions  and 
actions  in  other  stages  of  the  PPBS,  require¬ 
ments  systems,  and  Implementing  management 
systems  to  be  consistent  with  one  another. 

The  discussion  is  organized  as  indicated 
in  figure  1. 


We  will  be  emphasizing  that  the  support 
area  requires  Increasing  integration  of  the 
various  stages  of  the  PPBS.  Those  PPBS  stages 
also  need  to  be  Integrated  with  support  re¬ 
source  requirements  systems,  which  in  the  Air 
Force  are  operated  by  the  Air  Force  Logistics 
Command.  Requirements  systems  are  also  the 
means  for  executing  the  budget,  given  an  ap¬ 
proved  program.  We  will  urge  further  that  an 
upgraded  requirements  system  should  estimate 
alternative  resource  capabilities  and  their 
costs  to  enhance  programming  for  support 
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Further,  the  PPBS  and  requirements  sys¬ 
tems  need  to  be  Integrated  with  elements  of 
the  management  systems  that  use  the  allocated 
resources.  The  deliberations  that  occur  in 
programming  across  all  resources  need  to  be 
supported  by  good  estimates  ot  support  capa¬ 
bilities  and  costs.  When  a  decision  is  reached 
about  the  support  resources  and  their  costs 
to  achieve  desired  capability,  the  issue  be¬ 
comes  one  of  assuring  that  the  Intent  of  that 
decision  is  carried  out.  Thus,  we  suggest  that 
the  support  area  requires  linked  PPB,  re¬ 
quirements,  and  management  systems.  We  will 
identify  a  number  of  concepts  for  improving 
those  linkages  to  Improve  inputs  to  the  pro¬ 
grammer  as  well  as  to  help  assure  that  imple¬ 
mentation  of  programming  decisions  is 
consistent  with  intent. 


We  will  suggest  that,  within  our  proposed 
concepts,  one  key  means  for  integrating  the 
various  stages  of  the  PPBS  and  related  pro¬ 
cesses  is  by  the  use  of  analytic  tools  which 
are  consistent  with  one  another.  An  Important 


*  This  paper,  which  was  prepared  by  the  Im¬ 
proving  Logistics  Assessment  and  Management 
Project  under  Project  Air  Force's  Resource 
Management  Program,  was  summarized  at  the 
conference.  In  the  interest  of  completeness, 
it  is  printed  here  in  its  entirety. 

**  The  paper  reflects  the  basic  thinking  of 
Richard  J.  Hlllestad. 
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After  defining  the  portion  of  the  re¬ 

source  allocation  process  that  we  are  dealing 
with  in  this  paper,  we  will  discuss  the  need 

for  integrating  the  various  stages  of  the  PPBS 
and  related  processes.  The  PPB  research  now 
going  on  at  Rand,  sponsored  by  Project  Air 
Force  and  OSD/MRA&L,  aims  to  better  integrate 
requirements  estimation,  with  preparation  of 
inputs  to  programming,  with  programming  with 
budget  execution  with  management . 

We  have  a  preferred  approach  to  this 

aspect  ot  integration.  To  place  our  preferred 
approach  in  perspective,  we'll  discuss  a 

couple  of  alternatives,  including  the  current 
approach  to  the  preparation  of  inputs  to  pro¬ 
gramming  and  the  relationship  of  these  inputs 
to  other  PPBS  stages  and  related  processes. 
Traditionally,  the  programmer  has  been  in  the 
business  of  estimating  the  costs  of  required 
resources,  given  some  assumptions  about  ac¬ 
tivity  levels  provided  by  the  planning  stage 
of  the  PPBS.  We  prefer  to  think  of  the  ideal 
role  of  the  programmer  as  that  of  assessing 
alternative  levels  of  capabilities  and  costa 
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within  the  guidance  provided  by  planning. 
Organizational  elements  associated  with  the 
other  stages  of  the  PPBS  and  related  processes 
that  follow  programming  need  to  assure  them¬ 
selves  that  they  are  behaving  according  to  the 
program  that  has  been  decided  upon. 

"Capability  assessment"  is  a  means  of 
providing  such  assurance.  As  an  approach  to 
ascertaining  the  pay-off /costs  of  alternative 
policies,  support  structures,  war  plans,  re¬ 
source  mixes,  and  various  other  major  support 
planning  issues,  capability  assessment  needs 
to  be  an  integral  part  of  the  planning  process 
conducted  prior  to  programming.  Given  the 
fundamental  importance  of  assessment,  we'll 
say  more  about  its  role  before  we  summarize 
the  presentation.  (Gee  figure  2.) 


Improving  the  support  aspects  of  the  PPBS  and 
related  processes. 

This  readiness  and  sustainability  focus 
is  consistent  with  the  increasing  concern  with 
support  in  Dot).  Almost  4  years  ago,  the  De¬ 
fense  Resource  Management  Study*  pointed  out 
the  need  to  focus  greater  attention  on  support 
in  the  PPBS.  Since  that  time,  the  subject  has 
received  increasing  attention,  within  and 
outside  the  defense  community.  Over  the  same 
period,  there  has  been  an  increasing  consensus 
that  wartime  issues  have  escalated  the  need 
for  the  combat  forces  to  be  more  mobile,  more 
survivable,  and  more  efficient  in  terms  of 
aircraft  sortie  generation.  Those  critical 
wartime  needs  are  in  no  small  measure  depen¬ 
dent  on  support  and  support  structures. 


Figure  2 

(  SCOPE  OF  CAPABILITY  PROGRAMMING  1 


•  Elements  of  Force  Capability 

-  Force  Levels 

-  Modernization 

•  Peacetime  Readiness 

-  Wartime  Sustainability 


•  Wartime  Mission  Focus 

“  Performance  Measures 
-  Resource  Requirements 


•  Focus  Applies  Across 

-  Life  Cycle  of  Weapon 

-  Resource  Allocation  Process 
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The  Dot)  definition  of  capability  breaks 
down  into  tour  components.  The  first  two, 
which  essentially  describe  the  force  struc¬ 
ture,  have  traditionally  received  the  most 
attention.  By  peacetime  readiness  we  mean  the 
abiLity  of  the  forces  to  perform  the  combat 
missions  tor  which  they  were  designed.  Wartime 
sustainability  refers  to  the  ability  to  con¬ 
tinue  to  perform  these  missions  over  time. 

Readiness  and  sustainability  are  largely 
dependent  upon  support — not  only  the  level  of 
support  resources,  but  support  structures  and 
policies  that  must  meet  the  needs  of  projected 
combat  environments.  This  presentation  will 
f  ocu8  on  support  resources — which,  by  an  OSD 
estimate,  represent  a  third  of  the  defense 
budget.  The  size  of  these  costs,  the  crit¬ 
icality,  and  the  observed  difficulty  In  at¬ 
taining  desired  levels  of  peacetime  readiness 
and  wartime  sustainability  suggest  the  im¬ 
portance  of  increasing  the  attention  given  to 


Thus,  an  Important  concern  at  Rand  is  how 
to  improve  combat  capability  by  improving  the 
support  system.  Given  this  concern,  we  have 
fo.used  on  the  PPBS  as  it  involves  support.  In 
this  presentation,  our  remarks  will  be  limited 
to  the  peacetime  readiness  and  wartime  sus¬ 
tainability  elements  of  force  capability. 

Ideally,  during  the  development  of  a 
program,  a  balance  needs  to  be  struck  among 
all  the  elements  of  force  capability.  Unfor¬ 
tunately,  while  our  ability  to  analytically 
address  requirements  for  force  levels  and 
modernization  has  been  improved  through  such 
techniques  as  mission  area  analysis,  our 
ability  to  make  trades  across  components  of 
capability  is  still  relatively  limited. 

Recently,  there  has  been  significant 
improvement  in  capability  assessment  tools  — 
tools  that  estimate  the  levels  of  wartime 
capability  that  can  be  supported  hv  specified 
levels  of  support  resources.  These  tools 
differ  from  their  predecessors  in  two  maior 
ways:  They  express  capability  in  terms  of 

weapon-oriented  measures,  such  as  sorties  or 
mission-capable  aircraft,  rather  than  inter¬ 
mediate  measures,  such  as  backorders.  fill 
rates,  or  manpower  utilization  rates;  and, 
rather  than  being  limited  to  consideration  of 
the  peacetime  situation,  they  can  estimate 
capability  during  the  highly  dynamic  scenarios 
characteristic  of  wartime.  (Though  these 
weapon-oriented  measures  represent  a  marked 
advance  over  the  more  intermediate  measures, 
more  work  needs  to  be  undertaken  to  develop 
measures  which  are  even  more  directly  related 
to  combat  capability.)  Tying  resource  re¬ 
quirements  to  wartime  measures  of  weapon  sys¬ 
tem  capability — which  we  will  refer  to  as 


*  Rand,  Defense  Resource  Management  Study, 
Final  Report,  Donald  B.  Rice,  Feb  1979. 
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"ultimate''  measures  throughout  the  remainder 
of  this  paper — will  enhance  the  importance  and 
relevance  of  capability  programming  for 
support. 

A  wartime  mission  focus  with  appropriate 
scenario  information  and  an  increasing  weapon 
system  orientation  in  the  PPBS  will  help  make 
it  possible  to  improve  the  support  require¬ 
ments  of  new  weapon  systems.  Beyond  acqui¬ 
sition,  these  capability  assessment  tools  are 
finding  their  way  into  operations  to  help 
assure  the  achievement  of  readiness  and  sus¬ 
tainability  goals,  and  they  are  becoming 
available  not  only  to  the  programmer,  but  to 
other  participants  in  the  PPBS. 

Obviously,  the  support  resource  allo¬ 
cation  process  is  not  the  exclusive  domain  of 
the  organization  formally  assigned  respon¬ 
sibility  for  a  stage  or  stages  of  the  PPBS.  In 
the  Air  Force,  for  example,  the  major  air 
commands  and  especially  the  Air  Force  Logis¬ 
tics  Command  (AFLC)  and  the  Air  Force  Deputy 
Chief  of  Staff /Logistics  and  Engineering 
(DCS/LE)  functional  area  staffs,  are  involved 
in  the  planning,  programming,  budget,  and 
budget  execution  process.  The  assessment 
techniques  proposed  by  this  paper  for  a  par¬ 
ticular  PPBS  stage — for  example,  programming — 
are  not  meant  to  specify  at  this  time  how  the 
innovation  is  to  be  used  by  each  of  the  or¬ 

ganizations  involved  in  programming.  In  the 
component  spares  area,  for  example,  we  would 
expect  that  the  AFLC  would  be  key  to  the  use 
of  a  programming  tool  Innovation  which  might 
provide  capabi lity /cost  alternatives.  After 
AFLC  use  in  concert  with  the  operating  com¬ 
mands,  further  utilization  might  continue  in  a 
more  selective  way  by  the  DCS/LE  staffs. 

Finally,  the  formal  PPBS  programming  activity 
(the  Deputy  Chief  of  Staff /Programs  and  Re¬ 
sources)  might  choose  to  use  the  innovative 
tool  directly  or  request  the  desired  support 

from  the  DCS/LE  and/or  the  AFLC.  We  will 

typically  refer  to  the  programming  activity 
that  is  a  part  of  the  formal  PPBS;  however,  in 
practice,  unless  otherwise  stated,  It  is  to  be 
understood  that  the  specific  programming  task 
might  be  carried  out  in  part  or  in  whole  by  an 
organization  other  than  the  one  with  formal 
programming  responsibility. 

From  the  outset,  we  have  suggested  the 
importance  of  relating  support  resources  to 
weapon-system-oriented  criteria  (figure  3). 
For  some  resources,  the  relationship  between 
requirements  and  such  weapon  criteria  as 
available  aircraft  are  tenuous  at  best.  Much 
of  base  operating  support  (BOS)  is  an  illus¬ 
tration  of  such  resources.  On  the  other  hand, 
there  are  resources,  functions,  and  echelons 
that  can  be  related  to  the  higher  order  output 
criteria. 


Figure  3 


The  difficulty  is  that  the  support  system 
Is  composed  of  many  things.  Not  only  are  there 
many  individual  items  that  must  be  brought 
together  to  produce  mission-capable  aircraft 
sorties,  but  these  Items  themselves  are  de¬ 
pendent  on  a  wide  range  of  resources.  The 
Items  range  from  spare  parts,  to  technicians, 
to  bullets,  to  oil;  the  resources  they  depend 
on  range  from  component  carcasses  to  the 
various  elements  of  maintenance  and  trans¬ 
portation  capability.  Further,  different  Items 
and  different  types  of  resources  are  managed 
by  different  functional  entitles  (e.g., 
supply,  maintenance,  transportation),  which 
may  be  even  further  subdivided  by  echelons 
(the  local  or  retail  echelon  versus  the  cen¬ 
tral  or  wholesale  echelon)  within  the  support 
system. 

These  resources,  functions,  and  echelons 
are  Interdependent,  yet  they  tend  to  be 
managed  Independently. 

Integration  ts  needed  (l)  vertically 
(across  echelons),  and  (2)  horizontally 
(within  an  echelon  across  resources  and  func¬ 
tions).  Functional  Interdependence,  especially 
when  each  functional  area  uses  Its  own  inter¬ 
mediate  objective  functions,  creates  con¬ 
siderable  potential  for  resource  Imbalances 
that  can  directly  affect  readiness/sustain¬ 
ability  as  measured  by  available  airframes  of 
the  combat  forces. 

Programming  needs  to  account  for  these 
interdependencies,  and  the  other  stages  of  the 
PFBS  mist  be  so  Integrated  as  to  help  carry 
them  through.  The  on-going  management  of  al¬ 
located  resources  provides  another  critical 
means  for  assuring  an  Integrated  system  of 
resources,  functions,  and  echelons. 


One  dimension  of  this  interdependence  is 
illustrated  in  figure  4.  This  figure  repre¬ 
sents  an  aggregated  and  simplified  version  of 
a  major  portion  of  the  aviation  logistics 
support  system.  At  the  left,  the  aircraft 
symbolize  the  flight  line,  which  generates 
particular  types  of  sorties  and  sortie  rates. 
Its  goal  is  to  have  mission-capable  airframes 
available  when  needed.  The  remainder  of  the 
system,  though  large  in  terms  of  resources, 
resource  types,  organizational  units,  and 
echelons,  exists  to  support  that  flight  line. 
And  that  support  needs  to  be  balanced.  One 
would  not  wish  to  provide  too  much  of  one 
resource  and  too  little  of  another  to  achieve 
a  desired  objective.  Imbalances  and  mis  con¬ 
nects  can  adversely  affect  the  flight  line  or 
lead  to  needless  costs.  (An  example  of  a  pro¬ 
gramming  misconnect  would  be  to  have  one  or¬ 
ganizational  unit  with  a  goal  to  buy  enough 
spare  engines  to  support  100  percent  aircraft 
availability  and,  at  the  same  time,  another 
with  the  goal  to  buy  engine  spare  parts  to 
achieve  only  80  percent  availability.) 


Figure  4 


More  specifically,  the  diagram  9hows  the 
supply  and  repair  functions  at  the  base  level 
supporting  that  flight  line.  Some  components 
need  to  move  to  the  depot  system  and  back  to 
the  base  via  transportation  networks.  At  the 
depot,  we  again  have  the  supply  and  repair 
functions  which  provide  direct  support  to  base 
level  supply  and  repair,  thereby  indirect 
support  to  the  flight  line. 

if  all  those  arrows  give  you  the  sense 
that  the  components  of  the  system  are  inter¬ 
related  and  highly  Intertwined,  that's  the  set 
of  notions  we  are  trying  to  convey.  In  peace¬ 
time,  keeping  the  system  in  balance  takes  some 
doing;  in  wartime,  because  of  unanticipated 


kinds  of  dynamics,  the  difficulties  in  mini¬ 
mizing  imbalances  escalate.  Those  of  us  who 
have  had  occasion  to  examine  the  degree  of 
"vertical"  and  "horizontal"  integration  in 
this  system  have  identified  many  problems,  as 
you  might  expect.  Tools  are  now  becoming 
available  and,  more  Important,  management 
system  orientations  are  being  articulated  that 
will  permit  routine  tracking  and  problem 
Isolation  within  this  system. 

Over  on  the  right-hand  side  of  this  dia¬ 
gram,  there  is  a  box  that  enumerates  the 
stages  of  the  FPUS.  We  have  identified  a  stage 
called  "management"  because  we're  concerned 
with  ensuring  that  the  total  system  operates 
in  intended  ways.  But  what  intended  ways?  This 
begins  to  raise  the  problems  of  an  integrated 
FPUS.  Given  our  emphasis  on  programming  in 
this  presentation,  programming  needs  to  re¬ 
flect  the  outcomes  of  the  planning  stage  by 
continuing  to  provide  the  basic  orientation  of 
the  total  system — a  wartime  thrust,  goals-to- 
be-achleved  expressed  in  terms  of  "ultimate" 
measures,  allocations  among  weapons  systems, 
etc.  And  somehow  this  basic  orientation  must 
be  carried  out  in  consistent  ways  throughout 
all  of  the  stages  with  appropriate  feedback 
loops. 


Figure  5  illustrates  the  complexities  of 
the  interrelationships  in  the  PFBS.  The  role 
of  planning  is  suggested  by  the  block  at  the 
left.  The  Defense  Guidance  and  the  force 
structure  are  exogenous  inputs  to  the  process, 
insofar  as  logistic  support  resources  are 
concerned.  You  will  note  the  words  capability 
assessment  In  several  places  in  this  diagram. 
By  capability  assessment  we  mean  the  estima¬ 
tion  of  capability  given  a  scenario  and  a 
particular  set  of  support  policies  and  re¬ 
sources.  The  arrows  within  the  five  blocks 

Figure  5 

|  PLANNING.  PROGRAMMING,  BUDGETING,  AND  | 
MANAGEMENT:  AN  INTEGRATED  PROCESS 
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Figure  6 


representing  the  stages  of  the  process  portray 
the  fundamentally  important  role  of  capability 
assessment  as  an  integral  part  of  each  stage. 
We  mean  to  convey  the  idea  here  that  the  de¬ 
cision-making  at  each  stage  must  be  consistent 
in  terms  of  capability  goals  with  decisions  at 
every  other  stage.  Note  that  capability  goals 
are  not  explicitly  represented  as  che  product 
of  any  particular  stage  of  the  process; 
rather,  the  decisions  made  at  each  stage  in¬ 
volve  trade-offs  among  resources,  adjustments 
in  investment  levels,  and  reexamination  of  the 
balance  among  resources  and  the  impact  of  such 
decisions  on  capability.  Thus,  although  capa¬ 
bility  goals  might  be  thought  of  as  emerging 
from  the  planning  stage,  they  may  be  adjusted 
by  subsequent  decisions  in  later  stages. 

The  dollar  resources  that  emerge  from 
capability  programming  are  eventually  adjusted 
during  budget  development,  during  budget  exe¬ 
cution,  budget  resources  are  further  parti¬ 
tioned  so  that  meaningful  operating  targets 
are  available  for  all  appropriate  functions, 
resource  categories,  and  operational  levels  to 
guide  the  acquisition  and  distribution  of  the 
resources  required  to  support  the  peacetime 
readiness  and  wartime  sustainability  of  the 
operational  forces.  The  diagram  also  illus¬ 
trates  the  management  stage  and  feedback  loops 
that  help  ensure  continued  consistency  of  the 
total  process  and  provide  the  basis  for  esti¬ 
mating  the  relationships  between  cost  and 
readiness  and  sustainability.  These  relation¬ 
ships,  in  turn,  support  the  capability  as¬ 
sessment  that  is  intrinsic  to  each  of  the 
stages  of  the  process. 

Although  figure  5  is  a  simple  abstraction 
of  a  very  complex  process,  it  does  portray  the 
fundamental  concept  of  capability  programming 
as  decision-making  about  desired  levels  of 
military  capability,  that  is,  levels  of 
readiness  and  sustainability,  in  full  light  of 
the  costs  of  achieving  them.  Implicit  in  this 
concept  is  the  need  for  determining  the  least- 
cost  mix  of  resources  that  will  deliver  the 
desired  levels  of  readiness  and  sustainability 
— the  problem  of  resource  balance. 

Now,  we  would  like  to  address  an  improved 
method  for  programming — always  keeping  in  mind 
the  other  stages  of  the  total  process,  before 
enumerating  options,  let's  list  some  of  the 
basic  characteristics  that  we  think  are  im¬ 
portant  to  the  programming  methodology.  Note, 
of  course,  that  we  are  still  limiting  our 
remarks  to  support  resources.  [See  figure  6.] 

One  problem  the  programmer  faces  is  de¬ 
termining  the  extent  to  which  he  should  be 
concerned  with  innovative  policies,  pro¬ 
cedures,  and  resource  mixes.  The  practicality 


of  the  matter  is  that,  within  the  time  con¬ 
straints  he  faces,  he  cannot  be  concerned  with 
issues  that  require  in-depth  study  over  ex¬ 
tended  periods  of  time.  This  leaves  to  plan¬ 
ning  the  significant  role  of  concurring  with 
or  raising  questions  about  the  basic  structure 
of  the  support  system,  the  reflection  of  sup¬ 
port  needs  in  weapon  system  design,  the  kinds 
of  capital-labor  resource  mixes  that  should 
exist  in  the  support  system,  and  the  count¬ 
less  other  critical  issues  that  need  to  be 
addressed. 

The  programmer  depends  on  an  effective 
planning  system  that  assures  him  that  the 
basic  processes  for  estimating  resource  needs 
reflect  agreed-upon  policies  and  procedures, 
and  yields  balanced  resource  mixes.  Further¬ 
more,  requirements  processes  for  estimating 
resource  needs  oust  also  focus  on  "ultimate- 
measures  that  are  related  to  operational 
capability.  Such  measures  need  to  augment  the 
intermediate  ones  that  are  so  critical  to  the 
management  of  individual  functional  areas. 
Somehow,  the  Intermediate  measures  need  to  be 
supplanted  in  the  programming  process  by  the 
more  ultimate  performance  measures.  Since  the 
programmer  faces  resource  constraints,  and 
since  we're  unable  to  specify  detailed  rules 
for  the  allocation  of  shortages,  we’re  de¬ 
pendent  on  judgment  to  deal  with  this  per¬ 
vasive  allocation-of-shortage  problem.  The 
methodology  must  allow  the  programmer  to  ex¬ 
ercise  his  judgment. 

One  means  of  doing  this  is  to  provide  him 
with  a  very  wide  range  of  alternative  capa¬ 
bilities  by  weapon  system.  This  means  that  for 
each  weapon  system  there  should  be  resource 
requirement  estimates  for  selected  variations 
in  the  wartime  planning  scenarios:  The  flying 
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profile  might  vary  over  time,  the  arrival  of 
certain  repair  support  to  the  theater  might 
vary,  and  so  on. 

Furthermore,  the  consequences  of  vari¬ 
ation  in  peacetime  flying  programs,  modifi¬ 
cation  schedules,  aircraft  and  engine  overhaul 
schedules,  and  the  like  must  also  be  made 
explicit.  This  list  is  not  infinite;  however, 
if  the  programmer  is  to  do  his  job,  we  must 
make  available  to  him  the  resource  impli¬ 
cations  for  alternative  operational  capa¬ 
bilities.  And  we  mist  make  those  alternatives 
available  in  usable  fashion — no  small  task. 

This  methodology  must  take  into  account 
the  balanced  support  for  all  of  those  func¬ 
tional  areas  and  echelons  we  talked  about 
earlier.  Thus,  when  the  prog-ammer  wishes  to 
"twist  the  knob"  for  a  particular  resource, 
its  consequences  for  total  system  output  as 
well  as  for  resource  imbalances  mist  be  made 
known  to  him.  So,  balance  is  important  for 
each  alternative  that  the  programmer  reviews. 

It's  not  unlikely  that,  during  the  POM 
process,  decisions  will  be  considered  or  made 
in  one  area  or  perhaps  in  one  weapon  system 
that  will  have  dramatic  resource  allocation 
effects  on  other  parts  of  the  system.  The 
methodology  needs  to  be  flexible  enough  to 
accommodate  rapidly  to  such  dramatic  decision 
changes . 

Finally,  given  that  the  decisions  are 
made,  there  is  the  critical  matter  of  how  to 
assure  appropriate  implementation.  This  is  not 
merely  a  matter  of  discipline.  We  need  tools 
that  are  used  in  the  various  stages  of  the 
PPBS  and  reiaced  processes  to  be  consistent 
with  one  another.  Decisions  are  made  that 
apply  to  the  future,  but  the  uncertainty  sur¬ 
rounding  the  factors  underlying  the  decisions 
changes  over  time.  Changes  will  be  necessary 
for  both  controllabLe  and  uncontrollable 
reasons.  To  complicate  matters  further,  sup¬ 
port  is  made  up  of  many  tilings  involving  many 
people  throughout  the  organization. 

The  problem,  then,  Is  to  search  for 
methods  and  management  systems  which  are  to 
implement  the  selected  program  and  assure  that 
It  provides  appropriate  guidance  for  the  later 
stages  of  the  PPBS  and  other  related 
processes . 

In  figures  7-10,  we  will  be  discussing 
capability  programming  methodologies.  To  place 
our  preferred  Integrated  system  approach  in 
perspective,  we'll  first  talk  about  the 
"current"  system.  Since  this  presentation  is 
not  the  proper  place  for  providing  many  de¬ 
tails,  we've  put  in  quotes  the  word  "current” 
systura,  to  Indicate  that  we're  generalizing 


Figure  7 


Figure  S 


THE "CURRENT" SYSTEM 


•  Characteristics 

-  Requirements  for  a  Single  Program 

-  Estimates  Alternatives  via  Average  Cost  Factors 

-  Uses  Intermediate  Objectives 


•  Strength  of  Approach 

-  Methodology  used  in  Execution 

-  Consistency  in  Programming  and  Execution 


•  Limitations  of  Approach 

-  Intermediate  Performance  Measures 

-  Factors  Represent  Average.  Not  Marginal.  Costs 

-  Management  Control  Inadequate 


Figure  9 


THE  "CURRENT"  SYSTEM  WITH  THE 
AUGMENTED  POM  FUNCTION  APPROACH 


Models  built  Specifically  for  Programmer's  Use 


•  Strengths  of  Approach 

~  Introduces  Measures  of  Operational  Capability 
-  Avoids  "Average  Cost" 


Limitations  of  Approach 

-  Not  Consistent  with  Execution 

-  Lack  of  Uniformity  in  Assumptions  and  Objectives  at  Lower 

Echelons 

"  No  Attention  to  Management  Controls 
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Figure  1 0 

IMPROVED  INTEGRATION  OF  THE  PPBS  STAGES 


•  Link  R«tourc«  Requirements  to  Wartime  “Ultimate"  Capability 

Measures 

•  Provide  {With  Command  Participation) 

-  Alternative  Capability  Goals 

-  Capability  Assessments  Over  Time 

•Derive  Methodology  Directly  from  Requirements  Processes 

-  Build  Programmer's  Data  Base 

-  Interpolate  Display  Results 


•  Reflect  Programming  Decisions  in  Budget  Development  &  Execution 


•  Menegement  to  Assure  Implementation  of  Programming  Intent 

V _ _ _ _ 


and  abstracting  to  penalt  discussion  of  the 
main  points  as  we  see  them.  Also,  the  services 
have  plans  for  improving  the  current  system. 
The  Air  force,  for  example,  is  working  toward 
improvements  in  the  reparable  spares  area  that 
make  an  improved  integrated  system  feasible. 
With  these  caveats,  let's  move  on  to  the 
current  system. 

Let's  use  a  particular  functional  area  as 
a  specific  illustration  of  the  current  system. 
In  the  supply  arena,  as  you  all  know,  the 
computation  of  requirements  is  done  with 
large,  computer-based  systems.  Within  the  Air 
Force  those  computations  are  accomplished  by 
AFLC. 

It  is  characteristic  of  these  systems 
that,  although  requirements  may  be  based  on 
some  levels  of  anticipated  wartime  and  peace¬ 
time  activities,  typically  one  set  of  re¬ 
quirements  emerges  from  the  computation:  "the 
requirement,”  partitioned  into  peacetime 
operating  stock  (POS)  and  war  reserve  material 
(WRM).  Since  programmers  must  often  adjust  the 
requirements  to  reflect  changes  in  anticipated 
activity  levels,  and  since  the  requirements 
computation  systems  are  too  large  and  cum¬ 
bersome  to  be  used  to  reestlmate  requirements, 
repeatedly,  a  common  practice  is  to  develop 
average  cost  factors  (such  as  average  cost  per 
flying  hour),  at  least  for  the  POS  portion  of 
the  requirement.  In  the  event  that  it  is  nec¬ 
essary  to  evaluate  alternative  peacetime  ac¬ 
tivity  levels,  the  programmer  subtracts  the 
original  activity  level  from  the  new  one  and 
multiplies  the  difference  by  the  cost  factor 
to  calculate  the  change  in  the  POS 
requirement. 

This  procedure  assumes  that  the  dollars 
spent  on  POS  in  any  given  year  are  propor¬ 
tional  to  the  peacetime  hours  flown  in  a  year. 


one  procurement  lead  time  later.  (The 
curement  lead  time  for  reparable  spare  pa 
averages  between  1  and  2  years.  It  is  the  tl 
required  to  obtain  a  new  item  from  the 
facturer,  once  the  money  to  purchase  it 
made  available. )  The  analogous  procedure  wot 
well  for  resources  that  are  actually  consu 
by  flying  aircraft,  such  as  POL,  but  in 
case  of  reparable  spares,  most  of  the  curra 
inventory  will  be  carried  over  into  the  futu 
year  in  question  to  help  support  the  theg 
current  peacetime  flying  program. 

To  Illustrate:  One  procurement  lead  t 
from  now — i.e.,  2  years — there  will  be  spai 
components  for  POS  on  hand  from  three  sourcei 

(1)  items  now  on  hand  that  are  not  condemn 
or  otherwise  disposed  of  in  the  next  2  years) 

(2)  Items  now  on  order  from  manufacturers  thal 
are  received  within  2  years;  and  (3)  ltea 
that  we  order  this  year.  The  dollars  spent 
on  POS  only  determine  the  numbers  of  it 
from  source  three.  But  in  any  year,  items  fro^ 
this  source  will  amount  to  only  perhapd| 
10  percent  of  the  total  inventory,  the  othelT 
90  percent  being  from  sources  one  and  two a 
that  is,  the  dollars  being  spent  now  on  POlf 
are  estimated  to  increase  the  number  of  hour*! 
that  can  be  flown  by  perhaps  10  percent  (this 
will  differ  across  items,  but  we  will  use 
10  percent  for  this  illustration). 


Thus,  if  the  programmer  were  asked  to 
determine  the  resource  implications  of  re- 
ducing  the  flying  program  by  10  percent,  he 
should  answer  that  such  a  decision  would  make 
it  unnecessary  to  buy  any  additional  POS.  By 
contrast,  the  average  cost  procedure  would 
estimate  that  the  POS  requirement  would  de¬ 
cline  by  only  10  percent.  Conversely,  if  the 
programmer  were  asked  to  determine  the  impli¬ 
cations  of  a  10  percent  increase  in  the  flying 
program,  he  should  answer  that  the  POS  re¬ 
quirement  would  double.  The  average  cost  pro¬ 
cedure  would  estimate  only  a  10  percent  in¬ 
crease  In  the  requirement  for  POS. 


A  second  problem  with  the  average  cost 
procedure  is  that,  as  it  is  used  today,  it 
allocates  all  costs  for  POS  to  peacetime 
flying  hours.  But  there  are  other  peacetime 
activities  that  require  spare  parts  to  be  on 
hand,  notably  modification  programs,  engine 
overhauls  (for  spare  engine  parts),  and 
scheduled  depot-level  maintenance  of  aircraft. 
If  any  of  these  other  programmed  activities 
are  changed  during  the  PPB  process,  the  pro¬ 
grammer  should  estimate  an  effect  on  the  POS 
requirement.  The  average  cost  procedure  esti¬ 
mates  no  effect. 

Another  practice  Is  to  change  the  factor 
because  it  doesn't  look  right  or  Is  too  big. 
This  can  aggravate  the  kinds  of  Imbalances 
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that  we  alluded  to  previously.  To  complicate 
matters  further,  these  supply  requirements 
systems  which  provide  input  to  the  programmer 
speak  their  own  language — backorders,  fill 
rates,  etc.  If  each  functional  area  uses  its 
own  objective  functions,  trades  across  func¬ 
tional  areas  becomes  exceedingly  difficult. 
The  common  use  of  more  “ultimate"  measures 
helps  a  functional  area  focus  its  activity 
toward  outputs  which  have  more  consistent  and 
more  direct  effects  on  weapon  system  capa¬ 
bility.  In  addition,  this  common  use 
facilitates  resource  trades. 

There  are  important  positive  lessons  to 
be  learned  about  the  current  system  which  need 
to  be  remembered  for  any  new  system.  The  Air 
Force  supply  requirements  system  (maintained 
and  used  by  the  AFLC)  has  data  about  compo¬ 
nents,  their  characteristics,  including  their 
demand  rates,  and  their  costs.  Such  data  are 
of  direct  interest  to  programming,  budget 
execution,  and  management.  Each  of  these 
stages  needs  to  use  and  process  such  data  to 
help  assure  that  supply  and  repair  functions 
are  allocated  the  intended  resources  and  that 
these  resources  are  used  as  intended.  In 
principle,  the  current  supply  requirements 
systems  can  provide  a  common  data  base  and 
appropriate  models  for  several  stages  of  the 
PPBS  and  related  processes.  However,  without 
important  upgrading,  its  use  to  provide  con¬ 
sistent  data  and  models  for  the  several  PPBS 
stages  is  not  possible.  If  it  were  possible 
for  the  programmer  to  make  decisions  in  the 
context  of  the  supply  requirements  systems, 
consistency  across  programming,  budget  exe¬ 
cution,  and  management  of  supply  and  repair 
functions  would  he  significantly  enhanced. 

From  all  that  has  been  said  and  Implied, 
it's  not  difficult  to  anticipate  the  limi¬ 
tations  of  the  current  system  as  suggested  on 
this  chart.  Perhaps  one  further  thought  has 
been  Introduced.  It  Is  not  only  necessary  that 
programming  and  execution  from  budgetary 
points  of  view  be  consistent.  It  Is  also  nec¬ 
essary  for  adequate  controls  to  be  estab¬ 
lished,  during  the  use  of  allocated  resources, 
so  that  all  levels  of  support  management  be¬ 
have  consistently  and  adjust  jointly  to  the 
necessary  changes  that  follow  programming 
decisions . 

The  "current"  system's  limitations  have 
sparked  a  number  of  Important  efforts  in  sup¬ 
port  of  the  POM  process.  Until  recently,  those 
efforts  were  limited  to  helping  the  support 
functional  areas  defend  their  resource  re¬ 
quirements.  Still  more  recently,  because  of 
the  execution  and  management  problems  created 
by  the  augmented  POM  efforts,  there  has  been 
concern  with  providing  the  means  to  tie  the 
"enhanced"  programming  activity  to  other 


stages  of  the  PPBS.  In  the  supply  area,  for 
example,  the  Air  Force  has  adopted  require- 
ments-like  models  (in  place  of  the  AFLC  re¬ 
quirements  models  touched  on  above)  to  support 
the  POM  process.  These  models  place  increased 
emphasis  on  the  more  "ultimate"  measures,  like 
weapon  system  availability. 

Meanwhile,  however,  the  AFLC  requirements 
system  has  continued  to  execute  its  available 
funds  based  on  intermediate  measures.  Thus, 
the  connection  between  programming,  execution, 
and  management  is  lost.  The  introduction  of 
separate  requirements-like  models  as  aug¬ 
mentation  to  the  POM  process  has  also  per¬ 
mitted  the  computation  of  marginal  resources 
needed  rather  than  reliance  average  cost  fac¬ 
tors.  Important  efforts  are  underway  to  in¬ 
corporate  such  relevant  features  into  AFLC 
requirements  processes. 

The  introduction  of  specially  tailored 
models  during  the  POM  process  has  filled  an 
important  vacuum.  They  have  served  the  support 
community  well.  However,  they  have  their 
problems,  as  shown  in  figure  9  under  "Limi¬ 
tations  of  Approach." 

We  hope  that  the  sense  of  figure  10  has 
been  anticipated  from  whet  has  previously  been 
said.  It  is  concerned  with  the  improved  in¬ 
tegration  of  the  stages  of  the  PPBS,  with 
special  reference  to  programming  methodology . 

As  a  start,  resource  requirement  esti¬ 
mation  must  be  linked  with  more  meaningful 
measures  of  merit  (to  use  a  phrase  associated 
with  the  current  Commander  of  the  Air  Force 
Logistics  Command).  These  more  "ultimate" 
measures  must  be  used  in  the  context  of  war¬ 
time  planning  scenarios.  It  Is  Idle  to  talk 

about  resource  needs  without  knowing  the  jobs 

to  be  done,  including  the  desired  effective¬ 
ness  goals.  This  doesn't  mean  that  we 

shouldn't  face  up  to  the  probable  reality  that 
wars  will  not  proceed  according  to  our  plans. 
It  does  mean  that  planning  must  be  done  within 
a  scenario  context,  and  the  scenario  must  be 
designed  to  take  care  of  reasonable  vari¬ 
ations.  (The  choice  of  models  used  for  relat¬ 
ing  resources  to  capability  also  contributes 
to  the  "robustness"  of  plans.  Research  is 
underway  at  Rand,  for  example,  examining  the 
extent  to  which  dynamic  Inventory  models 
provide  more  capability  than  do  steady  state 
models  to  fly  variations  In  war  plans.) 

The  reality  of  the  programmer's  world  is 
that  he  needs  to  evaluate  not  only  a  single 
plan  but  variations  to  the  plan.  He  also  needs 
to  understand  the  capabilities  that  will  be 
produced  over  time  under  each  of  the  alter¬ 
natives.  The  estimation  of  capability  over 
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CAPABILITY  PROGRAMMING: 

A  CONCEPTUAL  ILLUSTRATION 
PROGRAMMER'S  PLAN  BY  THEATER 


time  is  obviously  important  because  invest¬ 
ments  do  not  produce  capability  immediately ; 
there  are  lead  times  involved  in  producing 
that  capability. 

Identifying  alternatives  and  estimating 
the  resource  requirements  to  satisfy  °ach  of 
these  alternatives  is  not  a  cookie-cutting 
process — despite  the  grand  models  that  are 
developed  to  serve  this  purpose.  In  developing 
alternatives  and  judging  the  capability  that 
might  be  delivered  for  each  of  them.  It  is 
mandatory  that  the  combat  commanders  par¬ 
ticipate  actively.  Such  participation  is 
likely  to  Increase  the  validity  of  the  al¬ 
ternatives  generated  and  the  assessments  made. 

The  goal  Is  to  build  into  AFLC  require¬ 
ments  processes  appropriate  objective  func¬ 
tions  and  the  ability  to  generate  alternatives 
and  capability  assessments  over  time.  Some  of 
these  alternatives  would  be  played  out  by  this 
requirements  system.  This  would  produce  a  data 
base  to  enable  the  programmer  to  interpolate 
and  display  results  of  particular  interest  to 
him.  Even  given  that  programming  decisions 
would  now  be  consistent  with  requirements 
systems  and  major  elements  of  the  execution 
system,  it  still  is  necessary  to  set  up  the 
mechanisms  which  will  assure  consistent  im¬ 
plementation  of  the  program  by  management 
following  budget  execution. 

Figure  11  provides  a  more  detailed  view — 
though  obviously  very  conceptual — of  elements 
of  the  proposed  system.  The  figure  consists  of 
three  columns,  which  we  will  discuss  one  at  a 
time,  from  left  to  right. 

The  first  column  tells  the  programmer  to 
pick  several  desired  capabilities  for  each 
weapon  system  within  the  basic  guidance  pro¬ 
vided  by  planning;  that  is,  programming  en¬ 
tertains  marginal  changes  only  to  plans  pro¬ 
vided  by  planning.  The  target  capabilities — A, 
B,  C,  and  so  forth — might  differ  from  one 
another  in  terms  of  operations  and  support 
goals.  For  example,  on  the  operations  side, 
peacetime  flying  hours  might  vary  from  A  to  B 
to  C,  or  perhaps  the  profile  of  wartime 
sorties  flown  might  vary.  On  the  support  side, 
the  amount  of  repair  capacity  that  accompanies 
a  deploying  unit  might  vary  and/or  the  length 
of  time  that  deploying  units  would  be  in  iso¬ 
lation  from  CONUS  resupply  might  be  different 
for  each  capability.  The  collection  of  capa¬ 
bility  descriptors  should  be  rich  enough  that 
requirements  for  all  resources  of  Interest  can 
be  estimated  from  the  descriptors  In  the  list, 
without  the  aid  of  quantities  excluded  from 
the  list .  He  have,  therefore,  included  peace¬ 
time  flying  hours  in  the  list  because  support 
requirements  depend  heavily  on  this  quantity. 
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The  second  column  Indicates  the  need  to 
estimate  various  categories  of  resources  re¬ 
quired  to  achieve  the  alternative  capabilities 
(in  the  Air  Force  case,  this  would  be  ac¬ 
complished  at  AFLC),  and  place  the  results  In 
a  data  base.  To  the  extent  possible,  resources 
should  be  identified  to  specific  weapon  sys¬ 
tems;  even  where  the  same  resource  is  used  for 
several  weapon  systems,  as  In  the  case  of  POL, 
it  will  often  be  possible  to  apportion  the 
resource  intelligently  across  weapon  systems. 
For  some  resources,  however  (e.g.,  certain 
ground  support  equipment),  this  may  not  be 
possible.  We  therefore  prefer  to  think  of  the 
estimated  resource  requirements  in  the  data 
base  as  weapon-related  Increments  (or  decre¬ 
ments)  to  a  base  of  the  non-weapon-related 
requirements. 

The  third  column  shows  two  kinds  of  dis¬ 
plays  that  might  be  created  from  the  infor¬ 
mation  in  the  data  base  we  have  Just  de¬ 
scribed.  The  display  at  the  top  shows  total 
costs  by  weapon  system  for  each  capability 
goal.  Although  this  display  refers  to  "total 
MD-related  cost,"  the  reader  must  keep  in  mind 
that  not  all  costs  can  necessarily  be  asso¬ 
ciated  with  Individual  weapon  systems.  Thus, 
not  all  costs  would  necessarily  appear  in  this 
display.  Moreover,  while  the  display  shows 
lines  connecting  the  alternative  capabilities 
for  each  weapon  system,  the  lines  are  merely 
to  make  it  easier  to  Identify  which  points  are 
associated  with  which  weapon  systems.  The 
reader  must  keep  in  mind  that  the  alternative 
capabilities  for  a  weapon  system  do  not  form  a 
neat,  linear  sequence.  Indeed,  peacetime  fly¬ 
ing  hours  for,  say,  the  F-15  might  be  greater 
In  alternative  "A"  than  in  "B,"  while  the  de¬ 
sired  wartime  sortie  rate  could  be  greater  In 
alternative  "B."  Which  alternative  should  be 
considered  as  demanding  the  greater  F-15 
capability? 


The  display  at  the  bottom  is  an  attempt 
to  put  all  of  the  costs  on  a  single  display. 
To  construct  the  leftmost  point  on  this  dis¬ 
play,  the  programmer  would  select  a  minimum 
capability  alternative  for  each  weapon  system, 
and  add  all  the  associated  weapon  system- 
related  costs  as  well  as  the  residual,  "base 
case"  cost.  To  generate  a  point  to  the  right 
of  this  initial  point,  the  programmer  would 
choose  to  increase  the  capability  of  one  of 
the  weapon  systems,  perhaps  replacing  al¬ 
ternative  "A”  for  the  weapon  system  with  al¬ 
ternative  ”B,"  and  adjusting  the  cost  ac¬ 

cordingly.  To  generate  another  point,  the 
programmer  would  select  another  weapon  system, 
or  perhaps  the  same  one,  improve  its  capa¬ 
bility,  and  make  the  appropriate  adjustment  to 
the  cost.  The  curve  thus  generated  would  re¬ 
flect  the  programmer '  s  own  sense  of  the  rel¬ 
ative  priorities  of  different  capability 
levels  for  the  various  weapon  systems. 

The  title  of  the  figure  refers  to  the 

"programmer's  plan  by  theater.”*  We  feel  that 
a  separate  set  of  tables  for  columns  one  and 
two  should  be  developed  for  each  of  the  plan¬ 
ning  scenarios  in  the  Defense  Guidance  (and 

perhaps  additional  plans,  besides),  rather 
than  a  single  set  of  tables  for  a  single 
"worst  case"  scenario.  Tnen,  the  resources 
required  to  be  simultaneously  prepared  to 
fight  any  one  of  the  theater  plans  could  be 

estimated  by  somehow  combining  the  require¬ 
ments  estimated  for  the  individual  plans.  (We 
haven't  yet  worked  through  all  the  details  of 
how  to  combine  resources  across  plans,  or  what 
this  would  imply  for  displays  that  a  pro¬ 
grammer  might  wish  to  have  available.)  The 
reason  that  we  favor  the  explicit  use  of 
multiple  plans  to  the  use  of  a  single  "worst 

case"  scenario  is  that  the  requirements  for 
different  resources  may  be  maximized  by  dif¬ 
ferent  plans.  Thus,  no  single  scenario  may 
require  "enough"  of  all  resources  unless  it  is 
so  demanding  in  so  many  respects  that  it  re¬ 
quires  too  much  of  many  resources. 

The  top  half  of  figure  12  provides  a 
recap  of  the  positive  attributes  of  an  inte¬ 
grated  PPBS. 


*  Each  scenario  in  the  Defense  Guidance  de¬ 
scribes  a  hypothetical  conflict  in  a  different 
theater.  In  addition,  there  are  operational 
plans  developed  by  the  services,  which  also 
pos  1 1  conflicts  in  given  theaters.  The  "pro¬ 
grammer's  plan  by  theater"  could  be  any  of 
these.  It  is  Important  to  realize,  however, 
that,  while  we  intend  each  theater  plan  to 
envision  conflict  in  a  different  theater — or 
perhaps  combination  of  theaters — we  require 
that  each  plan  describe  the  activities  of  the 
worldwide  forces,  and  not  merely  the  engaged 
forces . 


Figure  12 

(  IMPROVED  INTEGRATION  OF  THE  PPBS:  RECAP  ^ 


•Advantages 

-  Same  Capability  Measures  in  Programming  and  All  Other 

Stages  of  PPBS 

-  Same  Resource  Categories 

-  Same  Relations  between  Capability  &  Resources 

-  Provides  Potential  "Audit  Trail"  between  Programming  & 

Execution 

-  Changes  in  Requirements  Processes  Reflected  m  Programming 

Methodology 

~  Management  Processes  Provide  Feedback  to  Execution. 
Planning  and  Programming 

•  Uncertainties 

-  Means  for  Winnowing  Li&t  of  Alternatives  Needs  Study 
~  Responsiveness  of  Methodologv  to  Unanncipated 

Programming  Questions  Uncleai 

-  Means  for  Communicating  Programming  Goals  needs  to 

he  Worked  identified  &  Implemented 

V _ _ _ / 


Because  the  programmer 's  data  base  would 
be  constructed  by  playing  out  alternatives 
through  the  AFLC  requirements  system,  the 
programmers  would  necessarily  use  the  same 
measures  of  capability  as  were  used  in  the 
requirements  estimation  and  budget  execution 
stages  of  PPBS  (currently,  in  the  supply 
arena,  the  requirements  system  is  used  in  both 
stages).  Thus,  once  the  requirements  system 
has  been  modified  to  respond  to  "ultimate" 
measures  of  capability,  those  same  "ultimate" 
measures  would  be  available  to  the  programmer. 
(This  does  not  mean  that  functional  areas 
would  be  denied  their  intermediate  measure.) 
Similarly,  the  resource  categories  used  in 
programming  would  exist  in  other  stages,  and 
the  tie  between  capability  and  resources  would 
be  the  same  throughout  the  system. 

Given  that  the  same  requirements  pro¬ 
cesses  are  used  in  programming,  budget  exe¬ 
cution,  and  management,  additional  benefits 
would  accrue.  It  becomes  possible,  for  ex¬ 
ample,  to  establish  an  audit  trail  through 
those  stages.  Furthermore,  we  hope  (and 
expect)  that  the  requirements  system  will  be 
updated  from  time  to  time  with  new  information 
about  demand  rates,  etc.  Such  changes  will  be 
reflected  automatically  in  the  programming 
methodology  as  soon  as  the  next  update  of  the 
programmer's  data  base  occurs.  Finally,  just 
as  guidance  is  to  flow  "down"  from  programming 
through  the  various  subsequent  stages,  so  it 
is  to  be  expected  that  the  management  pro¬ 
cesses  concerned  with  implementation  will 
provide  feedback  to  the  budget  execution, 
programming,  and  planning  stages  regarding  how 
well  their  intent  was  achieved. 

There  are  myriad  problems  associated  with 
bringing  such  an  integrated  system  into  being. 
For  example,  the  list  of  alternative  capa¬ 
bility  goals  that  need  to  be  made  available  to 
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Figure  13 


the  programmer  could  become  excessively  long. 
We  need  to  develop  ways  of  cutting  the  list 
down  to  a  manageable  number  of  alternatives. 
It  will  also  take  some  special  study  to  "know 
the  full  range"  of  questions  that  a  programmer 
might  wish  to  have  answered.  Such  knowledge  Is 
obviously  important  so  that  the  data  base 
provided  to  him  is  sufficient  to  do  the  job. 
Finally,  we  have  mentioned  that  there  is  a 
need  for  communicating  up  and  down  the  PPBS 
stages.  Working  out  the  Implementation  details 
Is  not  likely  to  be  easy. 

We  at  Rand,  with  sponsorship  from  the  Air 
Force,  Navy,  and  OSD,  spent  several  years 
working  on  the  capability  assessment  problem. 
We  have  emphasized  assessment  of  the  current 
operational  forces.  These  assessments  have  led 
to  many  beneficial  policy  changes.  We  have 
articulated  management  systems  which  are  In¬ 
tended  to  track  weapon  system  support  re¬ 
sources  and  performance  levels  to  determine 
whether  the  desired  wartime  "ultimate"  mea¬ 
sures  are  being  attained.  These  prototype 
capability  assessments  have  provided  the 
groundwork  for  pointing  out  the  direction  that 
assessment  needs  to  take  In  the  management 
stage  as  well  as  how  these  assessments  might 
affect  other  stages  to  help  provide  an 
Integrated  PPBS. 

We  think  that  an  idealized,  integrated 
PPBS  will  have  built  into  each  stage  aspects 
of  capability  assessment  in  order  to  assure 
goal  attainment.  However,  as  Che  system 
evolves,  certain  kinds  of  special  capability 
assessments  will  continue  to  play  critical 
supporting  roles.  Even  as  the  ideal  system  is 
approached,  we  expect  that  capability  as¬ 
sessment  will  continue  to  mature  at  faster 
rates  than  the  PPBS.  This  is  because  capa¬ 
bility  assessments  are  likely  to  be  less  en¬ 
cumbered  by  Issues  of  scale  and  practicality 
demanded  by  the  ongoing  PPH  standard  system. 
Thus,  we  see  capability  assessment  as  con¬ 
tinuing  to  nudge  requirements  estimation  and 
execution  systems,  as  well  as  programming 
systems,  In  the  direction  they  need  to  go. 
While  separate  but  related  and  consistent 
capability  assessment  systems  are  likely  to  be 
a  continuing  reality,  we  suspect  that  their 
“separateness"  will  be  related  to  the  rate  at 
which  the  main  line  system  keeps  up. 

The  general  areas  in  which  we  see  active 
capability  assessment  functions  are  Indicated 

in  figure  13. 

We  see  a  never-ending  concern  with  as¬ 
suring  the  adequacy  of  requirements  esti¬ 
mation.  As  we  have  suggested  previously,  the 
importance  of  this  role  is  obviously  related 
to  the  ability  of  the  requirements  estimation 
system  to  do  “all"  that  is  necessary. 
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ROLES  OF  CAPABILITY  ASSESSMENT 


•  Assure  Adequacy  of  Requirements  (Assessment  of  Plantl 

•  Track  Execution  of  Plan  (Assessment  of  Actuals) 

•  Other  Assessments 

-  Protected  Capability  Over  Time 

-  Readiness  for  Alternative  War  Plans 

-  Value  of  Alternative  Support  Policies 


V _ J 

As  plans  are  Implemented,  we  see  eval¬ 
uations  being  used  to  assure  that  programmed 
capability  is  achieved.  We  envision  that  man¬ 
agers  will  have  evaluation  flags  built  Into 
their  tasks  so  that  the  need  for  "separate" 
evaluations  on  a  frequent  basis  will  be 
largely  unnecessary.  Other  specific  uses  of 
these  assessments  are  Indicated  under  the 
"Other  Assessments”  bullet  In  figure  13. 

Considerable  progress  has  been  made  over 
the  past  few  years  In  the  development  of 
models  and  their  uses  to  assess  peacetime 
readiness  and  wartime  sustainability.  The 
following  recent  Rand  publications  are  likely 
to  add  more  substantive  Information  to  the 
conceptual  assessment  remarks  made  In  this 
paper: 

•  J.  Bigelow,  K.  Isaacson,  Models  to 
Assess  the  Peacetime  Material  Readi¬ 
ness  and  Wartime  Sustainability  to 
U,S.  Air  Forces:  A  Progress  Report, 
The  Rand  Corporation,  N-1896-AF, 
October  1982. 

•  S.M.  Drezner  and  R.J.  Hillestad,  Lo¬ 
gistics  Models:  Evolution  and  Future 
Trends ,  The  Rand  Corporation,  P-6748, 
March  1982. 

•  L.  Embry,  integrated  Planning  for 
Reparable  Assets,  The  Rand  Corpo¬ 
ration,  unpublished  paper. 

•  R.J.  Hillestad,  Dyna -METRIC:  Dynamic 
Multi-Echelon  Technique  for  Recover¬ 
able  Item  Control,  The  Rand  Corpo¬ 
ration,  R-2785-AF,  July,  1982. 

•  R.J.  Hillest8d,  M.  Carrillo,  Models 
and  Techniques  for  Recoverable  Item 
Stockage  When  Demand  and  the  Repair 
Process  are  Nonstationary — Part  I: 
Performance  Measurement,  The  Rand 
Corporation,  N-1482-AF,  May  1980. 
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•  R.  Pyles,  The  Dyna-METRIC  Readiness 
Assessment  Model:  Motivation,  Capa¬ 
bilities,  and  Use,  The  Rand  Corpo¬ 
ration,  unpublished  paper. 

•  R.  Pyles,  Lt.Col.  R.  Tripp  (USAF), 
Measuring  and  Managing  Readiness:  The 
Concept  and  Design  of  the  Combat  Sup¬ 
port  Capability  Management  System,  The 
Rand  Corporation,  N-1840-AF,  April 
1982. 

Two  further  comments  before  we  leave  the 
capability  assessment  study  and  research  area: 
One  is  that  we  see  progress  being  made  in  the 
use  of  more  "ultimate"  performance  measures  In 
programming  and  the  other  stages  of  the  PPBS 
process . 

Second,  too  much  of  requirements  esti¬ 
mation  and  capability  assessment  assumes 
benign  operating  environments.  Future  wartime 
situations  are  likely  to  involve  base  damage 
and  damage  to  the  support  infrastructure. 
These  issues  need  to  be  faced  by  the  PPBS.  It 
is  hard  to  predict  how  soon  it  will  be  before 
research  on  these  subjects  begins  to  have 
significant  effects  on  the  resource  allocation 
process  in  more  routine  ways  than  is  now  the 
case. 

For  a  Rand  publication  on  work  that  is 
underway  on  estimating  capability  under  con¬ 
ditions  of  wartime  damage,  the  reader  is  re¬ 
ferred  to:  0.8.  tmerson,  An  Introduction  to 
the  TSAR  Simulation  Program:  Model  Features 
and  Logic,  The  Rand  Corporation,  R-2584-AF, 
February  1982. 


Figure  14  summarizes  the  main  features  of 
an  improved  capability  programming  system  that 
we  propose  as  a  goal.  Note  the  last  bullet.  At 
the  outset  we  defined  force  capability  to 
include  force  levels  and  modernization  in 
addition  to  peacetime  readiness  and  wartime 
sustainability.  We  have  Indicated  that  trades 
among  all  the  elements  of  force  capability  are 
obviously  needed  but  difficult  to  perform.'  We 
think  that  many  of  the  ideas  discussed  provide 
relevant  background  for  dealing  with  some  of 
these  difficult  issue  of  trades  for  all  re¬ 
sources  associated  with  the  operational 
forces.  That  is  an  obviously  important  step 
for  the  future. 

Figure  14 
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Major  General  T.  R.  Morgan,  USMC 

Deputy  Chief  of  Staff  for  Requirement a  and  Programs 
Headquarters,  United  States  Marine  Corps 


P H 


and 

Lieutenant  Colonel  Robert  L.  Larkin,  USMC 


Program  Coordination  Branch 
Requirements  and  Programs  Division 
Headquarters,  United  States  Marine  Corps 


Major  General  Morgan:  I  think  it's  important, 
as  we  start  to  take  ^a  look  at  the  Marine  Corps 
program,  to  understand  specifically  that  we 
are  a  part  of  the  Department  of  the  Navy  and 
that  our  programming  effort  derives  from  that 
fact . 


1  was  was  captured  by  one  point  that  was 
made  in  the  previous  presentation  regarding 
the  Army  process — that  it  is  very  difficult  to 
come  to  grips  with  the  disconnects  between  the 
four-star  levels  in  making  decisions.  We  don't 
have  that  problem  iri  the  Marine  Corps.  We've 
captured  all  two  of  our  four-stars  right  at 
the  Navy  Annex,  so  it's  a  little  bit  easier 
for  us.  But  we  do  have  disconnects  on  occasion 
between  the  Marine  Corps  and  the  Navy  at  that 
level,  and  part  of  my  responsibility  is  to 
minimize  that  as  we  work  the  program  and  as  we 
attempt  to  work  those  things  that  are  of 
mutual  Interest  between  the  Navy  and  the 
Marine  Corps. 

Today,  though,  we're  going  to  talk  pri¬ 
marily  about  how  we  organize  our  PPBS  process, 
and,  more  specifically,  how  we  do  programming 
within  the  Marine  Corps.  Having  said  that, 
we're  going  to  deal  today  with  what  we  call 
the  "green  dollar"  effort,  that  is,  our  por¬ 
tion,  the  Marine  Corps'  portion  of  the  De¬ 
partment  of  the  Navy  TOA  that  we  use  for  pro¬ 
gramming  on  the  Marine  Corps  side.  That  was 
captured  last  night  in  that  panel  discussion 
with  the  percentages  that  were  articulated  for 
the  distribution  of  TOA  within  the  Department 
of  Defense.  I  think  it  was  47  percent  for  the 
Air  Force,  and  29  percent  for  the  Department 
of  the  Navy,  and  24  percent  for  the  Department 
of  the  Army.  I'm  not  going  to  tell  you  what 
our  percentage  is,  but  I'd  be  pleased  to  have 
Tom  Carney's  portion  (Army)  any  time.  In  de¬ 
veloping  our  program,  we  have  three  decision 
levels.  We'll  call  them  committees.  We  have  a 
POM  working  group,  a  POM  coordinating  group, 
and  a  Chief  of  Staff's  committee,  and  they'll 
be  explained  to  you.  I'm  going  to  ask  Lt.  Col. 
Robert  Larkin  to  come  up  and  walk  you  through 
this  briefing  and  explain  our  process  of  how 
we  do  things.  I'll  pick  it  up  at  the  end  and 
talk  to  the  process  as  an  overview  and  answer 
any  of  your  questions. 
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Lieutenant  Colonel  Robert  L.  Larkins  This  la 
the  outline  that  I  will  follow  this  afternoon: 
I'll  touch  briefly  upon  the  role  of  planning 
in  developing  the  program.  I'll  then  show  how 
the  Marine  Corps  Is  organized  for  POM  devel¬ 
opment  and  the  various  guidance  formats  that 
we  use  in  that  development .  And  then  I  will 
take  you  through  the  actual  POM  development 
process  that  we  use  at  Headquarters,  Marine 
Corps.  [SLIDE  1] 
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•  POM  DEVELOPMENT  PROCESS  ‘ 


As  General  Morgan  said  earlier,  there  18 
one  thing  we  must  make  clear  right  up  front.  I 
speak  to  a  lot  of  Marines  when  I  go  out  to  the 
field  who  really  don't  understand  this.  There 
are  three  "POM  submissions"  that  we  make  at 
Headquarters,  Marine  Corps.  [SLIDE  2J  One  of 
them  is  a  "green  dollar"  POM,  the  one  with 
which  I  work.  Not  only  does  it  include  all  of 
the  green  dollar  Marine  Corps  appropriations 
but  we  also  have  programming  responsibility 
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for  the  Military  Construction,  Navy  (MOON) 
funding  that  has  to  do  with  Marines  and  the 
Family  Housing  Management  Account,  Navy,  which 
is  allocated  for  use  by  the  Marine  Corps.  We 
have  programming  responsibility  for  the  por¬ 
tions  of  those  two  accounts  that  apply  to  the 
Marine  Corps.  And,  of  course,  there  is  the 
"blue  dollar”  POM.  Deputy  Chief  of  Staff  for 
Research,  Development,  and  Studies  has  the 
RDT&E  portion,  which  is  blue  dollar  (Navy) 
funds.  He  is  allocated  a  certain  amount  of 
those  funds,  and  he  develops  the  research  and 
development  program  that  supports  green  dollar 
programs.  He  also  plays  in  the  arena  of  RDT&E 
as  it  applies  to  blue  dollars  and  blue-dollar- 
funded  programs.  But  he  does  build  a  separate 
submission  for  Marine  Corps  programs,  RDT&E. 
Of  course,  the  aviation  portion  of  the  Marine 
Corps  comes  under  blue  dollar  programming,  and 
the  Deputy  Chief  of  Staff  for  Aviation  plays 
very  closely  with  the  Navy  in  that  arena. 

As  every  service  does,  we  have  our  dia¬ 
gram  that  shows  how  planning  starts  off 
everything  as  we  analyze  the  threat  and  work 
it  into  the  strategy  as  shown  in  the  Defense 
Guidance.  [SLIDE  3  &  4]  We  loop  these  two 
together,  the  plans  and  the  requirements, 
through  what  we  call  the  Marine  Corps  Mid- 
Range  Objective  Plan,  the  MMROP.  [SLIDE  5) 

In  the  past,  this  plan  was  totally  un¬ 
constrained  fiscally.  It  had  really  little 
relationship  with  programming  and  was  very 
difficult  to  translate  into  the  POM.  In  the 
last  two  years,  we  have  taken  steps  to  bring 
programmers  more  into  the  writing  of  that 
particular  document,  and  they  now  work  very 
closely  with  the  planners.  We  now  have  a 
separate  chapter  within  that  document  that 
takes  the  mid-range  plans  and  translates  them 
into  programming  objectives  so  that  the  pro¬ 
grammers  have  a  base  document  directly  from 
the  planners  that  they  can  use  as  they  develop 
the  Marine  Corps  program. 

Of  course,  as  those  requirements  are 
being  developed,  we  have  the  requirements 
section  of  Requirements  and  Programs  validate 
them  and  pass  them  on  to  me  and  to  the  POM 
development  committees,  who  then  begin  work  on 
building  the  program. 

The  program  then  flows  into  the  budget 
and  eventually  into  funding  and,  finally, 
execution.  The  Fiscal  Director  of  the  Marine 
Corps  picks  it  up  as  it  becomes  a  budget,  and 
we,  the  programmers,  follow  that  budget 
through  the  POM  coordination  branch  within 
Requirements  and  Programs.  We  track  any 
actions  that  take  place  on  that  budget  so  that 
we  get  feedback  as  we  move  on  to  the  following 
POM.  [SLIDE  6J  In  a  very  simplified  format, 
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not  only  are  we  a  link  but  we  say  that 
programming  la  actually  a  bridge  between  the 
planning  and  the  budgeting.  Our  people  are 
closely  Involved,  as  we  do  work  directly  with 
the  planners  In  developing  objectives  for  the 
programmers.  Then  we  follow  that  program  as  it 
goes  Into  the  budget. 

This  Is  our  version  of  the  slide  that 
everybody  has  shown — one  usually  with  a  lot  of 
months  up  at  the  top  to  show  the  various 
actions  that  take  place  as  we  prepare  to  show 
the  various  impacts  that  we  face  as  pro¬ 
grammers.  [SLIDE  7J  As  we  go  Into  building 
POM  85,  we  point  out  that  the  '83  budget  ex¬ 
ecution  Is  still  In  doubt.  Of  course,  no  one 
knows  exactly  how  It  will  come  out,  but  it 
will  definitely  have  some  Impact  upon  POM  85. 

The  OSD  review  and  budget  '84  are  still 
undergoing  review.  We  are  beginning  to  build 
POM  85  at  this  particular  time.  The  POM  com¬ 
mittees  have  already  started  to  work  on  it.  We 
actually  begin  work  back  in  July. 

These  are  the  references — the  principal 
references — that  we  use  at  Headquarters, 
Marine  Corps-  (SLIDE  8]  We  have  a  manual  for 
programming  and  planning  which  delineates  the 
broad  responsibilities  of  the  various  Deputy 
Chiefs  of  Staff  and  their  sections.  It  tells 
them  exactly  what  they  must  do  and  how  we  work 
together.  A  very  simple  document,  it's  been 
updated  just  recently. 

Our  primary  directives  for  POM  develop¬ 
ment  are  POM  serials.  These  provide  the  de¬ 
tailed  guidance,  direction,  and  schedule  for 
building  the  entire  program.  We  bring  the 
various  aspects  of  the  program  before  POM 
development  committees  in  the  form  of 
briefings  to  cover  the  various  steps  that  we 
take  as  we  move  forward  to  final  POM  sub¬ 
mission  in  May. 

As  l  pointed  out,  POM  guidance  comes  in 
several  forms  for  the  Marine  Corps.  In  August 
of  every  year,  we  have  a  general  officers’ 
symposium,  where  all  of  our  general  officers 
gather  at  the  Headquarters,  and  ideas  are 
exchanged.  [SLIDE  9J  They  are  briefed  on  the 
previous  POM  submission  and  on  the  current 
status  of  the  program  as  it  is  going  through 
the  review  process.  General  Morgan  then  passes 
to  me  any  guidance  for  the  POM  development 
committees . 

CMC  guidance  is  published  in  POM  serial 
85-1  and  is  the  Commandant's  official  guidance 
which  outlines  the  general  direction  that 
he  would  like  us  to  take  in  the  POM.  It 
also  provides  procedural  direction  for  POM 
development . 
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Of  course.  Secretary  of  the  Navy  guidance 
comes  out  periodically  during  POM  development, 
and  the  Defense  Guidance  is  published  shortly 
after  the  first  of  the  year  and  gives  us 
further  direction  and  guidance.  POM  serials 
are  written  memoranda  for  the  Chief  of  Staff's 
committee .  [SLIDE  10] 

The  first  one  is  the  Commandant's  guid¬ 
ance.  We  draft  that  in  R&P,  staff  it  out  to 
the  various  members  of  the  Chief  of  Staff's 
committees  for  comment,  and  formulate  the 
general  direction  of  the  Marine  Corps  for  the 
development  of  the  program.  Then,  the  serial 
is  issued  over  the  Commandant's  signature.  We 
generally  deal  directly  with  programming 
matters  on  the  green  dollar  side.  However,  it 
does  address  possible  issues  that  will  need  to 
be  developed  within  the  POM  cycle.  These  could 
range  anywhere  from  the  green  dollar  program 
to  impacts  on  the  Department  of  the  Navy  over 
all.  POM  development  methodology,  the  basic 
schedule  of  how  we  will  do  our  program  and  how 
we  want  to  articulate  that  program,  are  also 
spelled  out  in  general  terms  that  allow  the 
various  Deputy  Chiefs  of  Staff  to  begin  work 
on  their  portion  of  the  POM. 

Another  serial  that  comes  out  is  the 
manpower  structure  initiatives  call.  As  was 
pointed  out  earlier  in  the  Army  brief,  the 
structure  that  we  will  be  building  toward  in 
POM  85  has  a  tremendous  impact  on  the  total 
af iordabllity  issue  of  the  POM.  The  structure 
drives  the  principal  end  Items  that  we  have  to 
buy,  the  amount  of  the  ammunition  that  we  have 
to  buy,  and  determines  how  we  allocate  our  re¬ 
sources.  We  try  to  formulate  that  very  early 
In  the  POM  process.  Other  serials,  for  Pro¬ 
curement,  Marine  Corps,  and  Operation  and 
Maintenance,  Marine  Corps,  initiatives  calls, 
go  out  to  the  Headquarters  staff  for  Input  to 
the  POM  development  committees.  We  then  finish 
up  with  the  POM  serials  containing  adminis¬ 
trative  instructions  in  order  to  bring  the 
information  into  the  overall  POM  submission. 

Here  are  some  examples  of  those  POM  seri¬ 
als  T  mentioned.  (SLIDE  11]  Three  of  them 
have  already  been  written  at  this  stage,  and 
the  next  one  that  will  come  out  will  be  the 
procurement  call.  We're  going  to  get  that  out 
in  November,  which  will  give  the  sponsors  an 
adequate  amount  of  time  to  take  a  look  at 
their  current  program,  take  a  look  at  the  new 
initiatives  that  they  want  to  get  in  for  sub¬ 
mission  in  a  timely  fashion  (shortly  after  the 
first  of  the  year)  so  that  we  can  begin 
building  that  program.  We  go  out  to  the  field, 
as  far  as  operations  and  maintenance  are  con¬ 
cerned,  to  get  to  the  field  commanders,  to 
review  what  their  needs  are.  Then,  that  input 
is  brought  back  to  the  Headquarters  to  develop 
a  basic  program  for  the  Marine  Corps. 
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We  also  took  at  civilian  manpower  pro¬ 
grams,  both  from  the  field  and  from  the  Head¬ 
quarters,  Marine  Corps  staff.  Reserve  program 
structure  is  dealt  with  in  the  basic  manpower 
development  program,  which  is  85-3;  however, 
there  are  additional  reserve  programs  that 
come  in  separately  under  another  call.  And 
then,  as  I  mentioned,  we  finish  up  with  the 
last  three  items  up  there.  The  POM  preparation 
Instructions  go  out  under  a  POM  serial,  FYDP 
update  instructions  follow,  and  then  finally 
the  appropriations  controls. 

General  Morgan  mentioned  three  committees 
that  develop  the  POM.  The  Marine  Corps  has  a 
very  streamlined  structure  for  POM  develop¬ 
ment.  We  begin  with  the  POM  working  group,  of 
which  I  am  the  chairman.  [SLIDE  12]  It  con¬ 
sists  of  majors  and  lieutenant  colonels  at  the 
Headquarters,  who  represent  the  members  of  the 
Chief  of  Staff's  committee.  It  is  our  job  to 
take  a  look  at  the  current  program,  and  we  do 
that  to  see  what  changes  have  taken  place 
since  the  last  POM  cycle.  We  look  to  Identify 
any  deficiencies,  prioritize  programs.  Iden¬ 
tify  issues  that  have  to  be  addressed  by  the 
various  POM  committees,  and  then  develop  al¬ 
ternative  programs.  We  take  a  look  at  the 
total  costing  of  the  Marine  Corps  program  and, 
finally,  recommend  a  balanced  program  for 
consideration  by  the  next  committee,  which  Is 
the  POM  coordinating  group  made  up  of  one-  and 
two-star  generals  at  Headquarters,  again  rep¬ 
resenting  the  Chief  of  Staff's  committee  and 
chaired  by  Major  General  Morgan. 

Now,  they  don't  just  get  the  final  pro¬ 
gram.  At  various  times  during  POM  development 
if  we  have  a  problem  at  the  POM  working  group 
level  where  we  cannot  resolve  an  Issue,  or  If 
we  have  a  major  program  that  must  have  some 
decision  made  on  It  before  we  can  move  tor- 
ward,  we  can  refer  that  program  directly  to 
the  POM  coordinating  group  for  consideration 
and  further  guidance.  Either  they  givp  us  a 
decision  on  it  or  they  refer  It  up  to  the 
Chief  of  Staff's  committee,  or  they  send  It 
back  down  to  us  to  develop  other  alternatives. 

Finally,  when  the  program  has  been  ap¬ 
proved  for  submission  to  the  Chief  of  Staff's 
committee,  the  program  is  presented  to  that 
committee,  which  Is  chaired  by  the  Assistant 
Commandant . 

When  that  program  is  finally  approved  at 
that  level,  It  Is  presented  to  the  Commandant 
of  the  Marine  Corps,  who  then  sits  with  the 
Chief  of  Staff's  committee  for  a  final  review. 
He  takes  a  look  at  the  program  and,  If  he  has 
any  questions,  he  resolves  them  at  that  point. 
He  then  asks  the  Chief  of  Staff's  committee 
for  any  further  Input  that  they  might  have, 
any  sort  of  late-breaking  considerations  that 
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That  seems  to  occur  every  year.  Someone 
always  has  something  that  didn't  get  in  and 
that  Is  brought  up  at  that  particular  time  and 
decided,  of  course,  immediately. 

Once  the  Commandant  has  approved  the 
program,  we  go  back  and  begin  the  paper  work 
for  8ubmlsslon  of  the  POM  to  the  Department  of 
the  Navy.  We  may  be  developing  what  we  call 
the  Marine  Corps  POM,  but  It  la  really  a  part 
of  the  DON  POM.  We  put  It  together — all  the 
paper  work  with  all  the  figures,  all  the  num¬ 
bers — and  It  goes  to  the  Department  of  the 
Navy.  They  do  not  change  any  of  It;  It  la 
simply  In. '.-grated  Into  the  overall  DON  POM 
submission. 

These  are  the  members  of  the  Chief  of 
Staff's  committee.  [SLIDE  13]  At  the  present 
time,  the  Director  of  Intelligence  and  the  Di¬ 
rector  of  Command,  Control,  Communications, 
and  Computer  Systems,  C4,  are  the  same  person. 
One  Interesting  item,  the  commanding  general 
of  the  Marine  Corps  Development  and  Education 
Command,  although  not  a  formal  member  of  the 
Chief  of  Staff’s  committee,  does  sit  on  occa¬ 
sion  as  an  associate  member  of  that  committee. 
He  is  a  three-star  general  from  Quantlco  and, 
because  of  his  Involvement  in  the  development 
side  of  many  programs,  he  sits  on  that  com¬ 
mittee  as  needed.  Now,  of  those  total  members 
of  the  committee  only  eight  actually  will  be 
Involved  in  submitting  or  sponsoring  programs. 
Those  are:  manpower;  aviation;  reserve  af¬ 
fairs;  installations  and  logistics;  plans, 
policies,  and  operations;  intelligence;  C4; 
and  training.  [SLIDE  14) 
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The  DC/S  for  Aviation  is  also  the  sponsor 
of  the  structure  for  the  aviation  combat  ele¬ 
ment  for  the  Marine  Corps.  In  that  area  he 
takes  a  look  at  all  of  the  TOs  and  the  equip¬ 
ment  that  make  up  the  structure  of  that 
portion  of  the  Marine  Corps. 

The  Deputy  Chief  of  Staff  for  Instal¬ 
lations  and  Logistics  oversees  the  combat 
service  support  element  of  Fleet  Marine  Force, 
and  the  DC/S  for  Plans  Policies  and  Operations 
is  the  guardian  of  the  ground  combat  element 
of  the  Fleet  Marine  Force. 

By  tracking  the  expenditure  of  the 
appropriations,  the  DC/S  for  Manpower  watches 
the  Military  Personnel,  Marine  Corps  (MPMC) 
appropriation.  [SLIDE  IS] 

The  DC/S,  I&L,  has  both  the  procurement 
and  the  operations  and  maintenance  accounts. 
The  Deputy  Chief  of  Staff,  Reserve  Affairs, 
handles  the  two  reserve  accounts:  both  the  OAM 
and  personnel  accounts.  You  will  note  that  the 
Deputy  Chief  of  Staff,  IAL,  maintains  contact 
with  the  Navy  to  oversee  those  portions  of 
the  Navy  accounts  for  which  the  Marine  Corps 
has  programming  responsibility:  the  military 
construction  and  family  housing  accounts. 

Now,  this  slide  is  rather  busy,  but  this 
is  actually  how  we  build  a  program.  (SLIDE 
161  Somewhere  along  the  way,  a  person  might 
get  lost.  We  have  to  use  it  periodically  in 
explaining  POM  development  so  that  everybody 
can  get  back  on  track,  but  I'll  walk  you 
through  It  very  slowly. 

Obviously,  we  begin  with  the  previous 
POM,  taking  a  look  at  it  and  analyzing  It  here 
at  Headquarters,  Marine  Corps.  We  actually 
begin  that  in  the  July  time  frame,  when  my 
committee  sits  down  for  about  three  days  and 
takes  a  studied  look  at  what  happened  in  the 
previous  POM — the  methodology,  what  problems 
we  had,  what  we  can  do,  whether  we  can  start 
sooner,  or  what  changes  we  can  possibly  make 
as  we  go  Into  the  development  of  the  next  POM. 

We  have  a  summer  planning  conference  in 
which  we  set  up  a  schedule  for  the  development 
of  the  next  POM.  Of  course,  the  OSD  review  of 
the  current  program  is  underway  at  this  time. 
We  begin  the  process  to  move  from  the  previous 
POM  to  what  we  call  a  core  or  base  program 
which  we  describe  as  the  absolute  minimum 
essential  needs  of  the  Marine  Corps — the 
things  that  we  must  have  that  we  can't  put  up 
on  the  margin. 

From  the  building  of  a  core  program  we 
move  to  adding  different  items  to  arrive  at 
the  actual  Marine  Corps  submit.  Now,  the  first 
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things  that  we  work  on,  as  I  mentioned  ear¬ 
lier,  are  structure  initiatives  and  building 
the  manpower  program.  We  have  a  POM  call  that 
goes  out  and  calls  for  those  structure  ini¬ 
tiatives.  We  take  a  look  at  those  different 
initiatives,  work  up  a  program,  and  then  look 
at  the  manning  that  will  go  against  that  and 
place  that  in  the  core. 

We  also  take  a  look  at  the  current  ca¬ 
pability  procurement  review.  These  are  equip¬ 
ment  items  we  have  that  were  approved  in  pre¬ 
vious  budget  years  of  previous  POMs.  We  review 
those  to  see  if  they've  experienced  any  growth 
or  changes,  and  we  update  them  for  submission 
in  the  next  POM.  If  there  is  any  growth  or  any 
changes  to  those  programs,  we  might  put  those 
particular  changes  that  we  cannot  accommodate 
on  the  margin,  to  be  prioritized  for  con¬ 
sideration  sometime  later,  after  the  core  has 
been  built. 

Initiatives,  of  course — both  acquisition 
initiatives  and  O&M  initiatives — are  entered 
into  the  prioritization  process.  As  I  said 
earlier,  we  do  go  out  to  the  field  for  input 
on  the  operations  and  maintenance  program. 
When  we  get  that  back,  a  portion  of  that  is 
put  into  the  core  as  we  move  forward  to 
develop  the  program. 

A  key  element  here,  which  we  began  about 
two  years  ago  by  looking  at  about  10  to  15 
programs  in  the  first  year  and  last  year 
roughly  around  50  and  which  will  be  expanded  a 
little  bit  more  this  year,  is  the  review  by 
the  Fiscal  Director  of  the  Marine  Corps.  He 
gets  involved  in  the  development  of  the  pro¬ 
gram  before  it  Is  submitted.  He's  presently 
working  up  a  schedule  to  work  with  the  POM 


development  committees.  He  will  actually  hold 
hearings  on  the  various  programs,  looking  over 
all  the  appropriations  to  check  for  execut- 
ablllty  of  those  particular  programs  before 
they  can  be  submitted  for  final  consideration 
by  the  Chief  of  Staff's  committee. 

And,  of  course,  once  those  have  all  been 
approved  and  we've  set  up  everything,  we  hope 
to  get  a  rather  large,  fair  share  of  the  blue- 
green  split  from  Captain  Walsh  (who  is  now 
laughing).  1  won't  mention  percentages,  but  it 
should  be  good.  We  give  a  special  Image  to  the 
Navy;  so  they  should  give  us  a  good  share  of 
the  TOA,  and  then  we  can  get  all  the  programs 
that  we  need. 

Now,  to  take  a  look  at  the  individual 
development  of  the  manpower  program:  Again,  we 
use  the  POM  84-88  base,  the  previous  POM,  and 
CMC  guidance  does  mention  where  we  want  to  go 
with  the  structure.  [SLIDE  17]  As  was  men¬ 
tioned  previously  in  the  service  brief  by  the 
Air  Force,  offsets  are  positively  required 
here.  We  don't  want  a  structure  that  just 
keeps  growing.  If  you  want  to  submit  new  ini¬ 
tiatives,  you  have  to  try  to  show  offsets.  We 
want  to  take  a  look  at  the  old  problems  and 
the  new,  and  we  try  to  keep  it  a  very  dis¬ 
ciplined  process.  The  structure  call  was  POM 
serial  85-3;  it  provides  the  basic  guidelines 
for  the  development  of  the  program. 


Slide  1 7 


When  we  get  all  those  initiatives  in,  we 
prioritize  them.  We  use  Decisions  and  Designs, 
Inc.,  who  will  be  speaking  to  you  next  about 
one  of  their  decision  techniques  to  develop  a 
prioritization  of  the  initiatives. 

We  then  build  an  initial  structure  for 
consideration  by  the  POM  committees.  A 
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training  assessment  takes  place  at  this  par¬ 
ticular  time.  The  Deputy  Chief  of  Staff  for 

Training  gets  a  copy  of  the  initiatives,  and 
he  determines  what  the  training  impact  is.  You 
can't  add  a  new  type  of  weapon  and  just  put 
the  structure  in  the  core  if  you  haven't  set 
aside,  maybe,  10  percent  for  training  and 

overhead.  You  have  to  pay  the  tax  for  the 

training  of  those  people.  That  is  looked  at 

before  that  initiative  is  accepted  for 
prioritization. 

Manpower  produces  a  rough  initial 
estimate  as  to  whether  we  can  achieve  the 
grades  and  skills  required  [If  we  can't,  we 

have  to  go  back  and  determine  whether  the 
timing  is  wrong — or  maybe  the  whole  Initiative 
is  wrong.]  We  then  recommend  that  structure 
for  consideration  in  the  POM. 

As  soon  as  we  get  a  total  Marine  Corps 
structure  for  consideration ,  it  goes  to  the 

DC/S  for  Installations  and  Logistics,  where 
they  cost  out  the  additional  requirements  for 
amunition,  principal  end  items,  military  con¬ 
struction,  and  maybe  some  family  housing  or 
other  additional  costs. 

The  DC/S  for  manpower  then  goes  on  to  a 

further  look  at  both  the  attainability  of  the 
manpower  to  support  that  structure;  cf  course, 
they  cost  out  how  much  that  additional  manning 
will  be.  Once  we  get  all  of  that  Information, 
it  is  submitted  for  consideration  in  the  POM. 

A  portion  or  all  of  it  may  be  put  into 
the  core  program.  For  Procurement  Marine 
Corps,  we  have  what  we  call  the  Material  Man¬ 
agement  Programming  Model,  the  MMPM,  a  com¬ 
puter  model  that  has  all  of  the  equipment 
programs  for  which  the  Marine  Corps  currently 
spends  funds.  [SLIDE  18]  The  MMPM  is 
monitored  by  various  sponsors  and  is  updated 
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periodically.  We’re  running  i!  right  now,  and 
the  sponsors  are  reviewing  it.  They  take  a 
look  at  programs  that  were  approved  in 
previous  POMs  to  see  whether  the  funding 
profile  that's  in  there  is  current,  whether 
there  are  any  changes  in  the  requirements  for 
that  program.  And  they  update  it  so  that  we 
will  have  a  base  of  what  the  current 
capability  equipment  costs  the  Marine  Corps. 
That  includes  both  the  equipment  to  support 
the  active  ar.d  reserve  forces  and  pre¬ 
positioned  war  reserve  levels.  The  model  is 

sensitive  enough  to  produce  several  funding 
levels  of  principal  end  items  so  that  we  can 
look  at  how  much  we  want  to  put  into  core  and 
how  much  we  can  possibly  build  to,  depending 
upon  what  out  TOA  is. 

A  POM  serial  then  goes  nut  to  tel'  the 

sponsors  to  suhmlt  new  procurement  initia¬ 
tives.  They  are  reviewed  at  aur  Headquarters 
by  the  Deputy  Chief  of  Staff  for  Research, 

Development,  and  Studies  (RD&S),  who  deter¬ 
mines  whether  they  are  coming  on  line  properly 
and  are  le.idy  for  procurement. 

They  are  reviewed  by  the  Deputy  Chief  of 
Staff  for  Installations  and  Logistics  to  de¬ 
termine  the  logistics  supportsbllity  of  those 
particular  initiatives.  Finally,  they  are 
submitted  to  R&P,  where  we  validate  the  re¬ 
quirement,  and  the  initiative  is  then  for¬ 
warded  to  me  for  consideration  in  POM 

development . 

Tf  any  of  the  initiatives  have  a  manpower 
tail  or  other  problems  with  it,  they  are 
submitted  via  the  Deputy  Chief  of  Staff  for 
Manpower  or  the  Deputy  Chlel  of  Staff  for 
Training  to  determine  whether  they  have 
any  training  impacts.  They  are  completely 
checked  out  before  they  arrive  at  my  desk  for 
consideration  by  the  POM  committees. 

O&M  is  essentially  the  same.  [SLIDE  19] 
We  go  out  with  a  field  call,  and  we  also  have 
to  keep  the  Headquarters  functioning.  So,  the 
various  agencies  at  the  Headquarters  also  sub¬ 
mit  initiatives  in  the  operation  and  mainte¬ 
nance  area.  These  are  all  submitted  directly 
to  the  Deputy  Chief  of  Staff  for  Installations 
and  Logistics,  who  builds  a  core  program  which 
keeps  the  Marine  Corps  functioning  at  the  cur¬ 
rent  level.  He  then  builds  increments  above 
that  particular  level.  Anything  that's  new  and 
anything  with  growth  above  what  we're  doing  in 
the  current  year  is  put  into  that  Incremental 
list  and  looked  at  by  the  Chief  of  Staff's 
committee,  to  determine  whether  we  want  to 
pick  that  up  in  POM  85.  Again,  it  is  reviewed 
by  all  of  the  POM  committees. 
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When  we  have  all  of  these  programs  and 
all  initiatives  have  been  submitted,  this  is 
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the  way  we  begin  to  build  the  core  program* 
[SLIDE  20]  Manpower  structure  has  been 
costed*  If  it  Is  satisfactory  and  executable, 
we  load  It  into  the  core.  If  there's  a  problem 
on  the  cost  of  It  or  some  doubt  whether  a  por¬ 
tion  of  It — any  new  portion  of  It — might  not 
be  as  Important  as  some  other  program,  we  put 
It  up  on  the  margin  for  later  consideration. 
The  basic  reserve  program  Is  loaded  into  the 
core.  Guidance  Items  of  ammunition,  principal 
end  Items,  any  directed  programs,  a  basic 
military  construction  program,  family  housing 
program.  Marine  Corps  stock  fund — all  these 
are  put  Into  the  core  level.  An  0&M  program 
that  will  keep  us  at  the  current  level  Is  put 
Into  the  core  program. 

Everything  else  In  procurement — milcon, 
family  housing,  and  all  new  initiatives — go 
Into  what  we  call  a  Program  Decision  Package 
Component  List  or  PDPCL.  New  Initiatives, 
sustainability  packages  on  ammunition,  or 
principal  end  Items  above  the  core  are  put  up 
in  the  PDPCL.  We  build  on  family  housing  In 
the  same  manner,  and,  of  course,  0AM  packages 
are  here.  In  POM  84  we  had  150  programs  above 
the  core. 

Then  we  all  sit  down  and  pray  that,  when 
we  do  the  blue-green  spilt,  the  line  will  come 
In  significantly  above  the  core  level  to  allow 
funding  of  the  programs  in  the  PDPCL.  Last 
year,  unlike  some  years.  It  came  out  right  at 
core  level.  Back  In  POM  81,  the  line  came  out 
below  core  level,  which  made  for  an  inter¬ 
esting  procedure.  If  It's  just  slightly  above, 
that's  the  way  I  would  prefer  It  because  It's 
simple  for  me  to  take  care  of  a  few  extra 
bucks,  stick  them  In  there,  say  goodnight,  and 
go  on  leave.  But  we  hope  tt  will  be  a  little 
bit  higher  this  year. 

Now,  how  do  we  do  prioritization?  I  Just 
want  to  touch  on  this  very  briefly.  I  won't  go 
Into  the  actual  techniques  because  Dr.  Peter¬ 
son  follows  me.  He  will  be  discussing  that.  We 
use  mission  areas,  and  I'm  not  going  to  go 
Into  a  long  thing  on  mission-area  analysis. 
These  mission  areas  have  nothing  to  do  with 
the  Department  of  Defense  mission  areas. 
They're  not  the  same.  Ours  can  change  every 
year.  We  publish  a  POM  serial.  We  go  to  the 
Deputy  Chiefs  of  Staff  and  we  say,  "How  would 
you  like  to  prioritize  your  program?  What  are 
your  needs?"  And  they  create  their  own  mission 
areas — whatever  number  they  want.  One  year  we 
had  26,  then  we  went  to  about  38,  and  I 
haven't  counted  what  It  Is  this  year.  It  was 
38  last  year;  that  Included  a  lot  of  0AM. 

As  an  example,  C4  has  three  mission 
areas:  tactical  C2,  ADP  data  communications, 
and  tactical  communications.  [SLIDE  21]  C4 
lists  and  defines  the  mission  areas.  Then  C4 


takes  the  programs  that  he  wants  to  put  Into 
the  Marine  Corps  MM,  and  puts  them  into  those 
various  mission  areas.  He  might  have,  for 
instance,  20  programs  in  this  area,  maybe  10 
here,  and  —  let's  say — 10  in  the  other  one.  He 
puts  his  programs  underneath  those  areas.  All 
of  the  sponsors  do  that. 

As  soon  as  they  have  all  of  their  pro¬ 
grams  within  those  areas,  we  use — as  I  said — 
DDI,  who,  with  a  representative  from  my  shop, 
meets  with  the  individual  sponsors.  We  meet 
with  the  action  officers  from  the  sponsors 
from  each  individual  mission  area.  We  meet 
with  them  separately.  Those  action  officers 
prioritize  those  programs  within  each  mission 
area.  They  tell  ui  which  ones  they  feel  are 

most  important  ,  down  to  which  is  the  least 
important  as  compared  with  those  particular 
programs  within  that  mission  area. 

Next,  the  programs  are  weighted  so  that 
we  can  get  a  better  feel  for  their  importance, 
and  we  load  them  into  our  computer .  We  do  the 
same  thing  for  the  second  mission  area,  and 
the  third  mission  area.  We  do  it  for  all  of 
the  mission  areas. 

Once  we  have  them  all  prioritized  and 
weighted,  we  come  back  and  meet  with  the 

sponsor's  evaluation  group,  a  program  eval¬ 
uation  group  made  up  of  colonels  from  that 
particular  sponsor's  shop.  And  we  do  the  same 
procedure  with  that  group,  only  they  have  to 
merge  all  of  the  mission  areas  belonging  to 
the  sponsor  so  chat  we  come  out  with  a  single, 
prioritized  list  from  each  sponsor.  Now  we 
have  a  single  prioritized  list  from  each 

sponsor,  again  using  the.  exact  same 
methodology. 

We  then  form  what  we  call  a  program 

evaluation  group  made  up  of  officers  from 
headquarters  who  are  honest  brokers.  They 
cannot  be  from  a  sponsor.  And  we  all  know  we 
can  go  out  and  get  a  couple  of  honest  brokers 
if  we  can  keep  their  names  off  any  piece  of 
paper.  We  don't  show  their  boss  what  they  did, 
and  complete  anonymity  is  promised. 

This  group  is  briefed  on  selected  pro¬ 
grams.  We  select  several  programs  from  each 
sponsor's  list.  There  may  be  300  programs,  and 
we  couldn't  do  them  all.  We  select  a  high-, 
medium-,  or  low-valued  program  from  each 
sponsor,  and  we  brief  the  program  evaluation 
group  on  those  particular  programs  so  that 
they  become  thoroughly  knowledgeable.  This 
group  of  officers  Is  selected  from  the  Head¬ 
quarters,  Marine  Corps  staff.  We  pick  an  in¬ 
fantry  officer,  armor  or  artillery  officer, 
communicator,  someone  with  logistics  back¬ 
ground,  manpower  rep.  They  meet  away  from 
Headquarters.  We  take  them  out  to  DDI,  where 


they  have  a  room  in  which  we  lock  them  for  an 
entire  day,  and  they  prioritize  those  selected 
programs — about  24  programs  in  all.  They  merge 
them  into  a  single  list.  And  again  they  weight 

them. 

That  list  is  loaded  into  our  computer, 
where  every  program  has  been  assigned  a 
weight.  Vie  hit  the  little  button,  and  out 
comes  a  single  list  that  provides  a  pri¬ 
oritized  list  or  a  prioritized  PDPCL.  That  is 
then  presented  to  the  PCM  development  com¬ 
mittees  beginning  with  the  POM  working  group. 
We  show  the  list  and  which  program  came  out 
number  one,  which  came  out  last — and  that's 
where  the  heartburn  starts. 

At  that  point,  we  determine  whether  there 
are  any  inconsistencies,  or  a  program  not 
correctly  understood.  That  list,  because  we 
start  at  the  actioo  officer  level  in  putting 
it  together,  holds  pretty  consistent.  I’d  say, 
in  the  three  years  that  I've  worked  this  pro¬ 
cedure,  about  P0  percent — 8b  percent — of  that 
list  will  stay.  It  does  not  move.  In  fact,  the 
programs  that  are  down  at  the  bottom  of  It,  or 
well  below  wherever  the  Fiscal  Guidance  comes 
in,  are  actually  gone.  They  don't  even  get 
into  the  discussion.  So,  it's  a  pretty 
accurate  method  with  which  to  start. 

However,  there  are  changes.  There  are 
changes  at  Che  POM  working  group,  and  we  come 
up  with  a  program  that  includes  these  dif¬ 
ferent  items.  That  program  is  sent  forward  to 
the  POM  coordinating  group,  where  there  may  be 
some  more  input.  (Sometimes,  as  you  get  closer 
to  the  fire,  there  is  possibly  more  wisdom.  1 
don't  know,  I  will  assume  there  is.)  And,  as 
It  goes  forward,  there  may  be  some  changes.  Of 
course,  ft's  also  a  time  factor;  as  it  goes 

forward  there  may  be  something  that  will  come 

out.  The  Fiscal  Director  is  conducting  his 
review  at  this  point.  We  may  find  that  a  pro¬ 
gram  that  was  in  there  may  have  to  be  bounced 
back  out  because  it  is  not  executable.  And 

then,  eventually,  by  the  time  we  get  to  the 

Chief  of  Staff's  committee,  the  changes  to  the 
program  are  relatively  few.  We 'll  have  iden¬ 
tified  any  heartburn  issues  that  any  sponsor 
may  have  with  any  of  the  programs  in  this 
procedure.  Since  we  will  know  about  them 
before  they  get  there,  we'll  be  able  to 
discuss  them  intelligently  In  front  of  the 
Chief  of  Staff's  committee. 

This  procedure  can  be  used  not  only  for 
the  procurement  issues,  but  in  the  0AM  area 
too.  We  do  use  it  in  the  manpower  portion  of 
our  program. 

That's  basically  how  we  develop  our  pro¬ 
gram  and  how  the  POM  is  put  together  as  we 
move  from  the  September  time  frame  into  the 
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May  time  frame-  Tomorrow  the  Navy-Captain 
Walsh  and  Admiral  Metcalf — will  be  talking 
about  the  Navy  POM-  1  want  to  point  out  that 
there  are  three  military  departments.  And 
there  are  four  services.  I  told  Captain  Walsh 
that  he  might  not  have  to  do  his  brief  to¬ 
morrow  since  I  recognize  the  fact  that  thus 
far  there  have  been  only  three  services;  so,  I 
assume  it's  all  over  today  with  our  pre¬ 
sentation.  The  points  to  keep  in  mind  in  the 
writing  of  th»  guidance  and  in  directions  that 
follow  is  that  the  terms  "department"  and 
"service"  are  sometimes  mixed  up.  That  really 
Impacts  upon  us  because  we  can't  figure  out 
whether  you're  talking  directly  to  us  or 
you're  talking  to  the  Department  of  the  Navy. 
So,  there  is  occasionally  a  disconnect  in 
addressing  problems  when  the  term  "department" 
is  used  vice  "service"  and  vice  versa. 

Major  General  Morgan :  We've  talked  briefly 
about  the  process  we  use.  In  view  of  the  order 
of  magnitude  of  the  total  TOA,  obviously,  this 
process  works  for  us — and,  we  think,  success¬ 
fully.  Tn  no  manner  should  it  be  perceived 
that  we  have  more  or  less  knockdowns  than  any 
other  services  in  trying  to  come  to  grips  with 
the  issues  that  are  developed.  The  POM  Coor¬ 
dinating  Group,  which  I  head,  is  not  too  dis¬ 
similar  from  the  Program  Development  Review 
Committee  on  the  Navy  side  of  the  house.  They 
follow  the  same  level  of  procedure  to  knock  it 
down  and  come  to  grips  with  balance  in  the 
program  and  the  hard  issues  before  we  have  to 
put  it  up  there  to  the  Chief  of  Staff's  com¬ 
mittee,  which  is  the  decision-making  process 
within  the  Marine  Corps. 

I  would  like  to  talk  Just  briefly  to  some 
of  the  things  that  we  have  run  into  in  the 
last  two  years.  When  1  arrived  back  in  Head¬ 
quarters,  to  take  over  this  particular  func¬ 
tion  a  year  ago  last  summer,  it  was  Christmas 
time  compared  to  when  I  left  in  '77.  The 
'81/ '82  supplemental  and  amendment  had  oc¬ 
curred,  and  '83  program  was  down,  and  I  had 
left  here  in  a  period  in  '77  when  we  were 
trading  endatrength  to  get  one  new  start.  So, 
the  order  of  magnitude  of  the  process  and 
the  problems  that  we  are  dealing  with  are 
considerably  changed. 

We  did  a  few  things  in  the  '83  POM  and 
budget  development  that  we  thought  were  es¬ 
sential  to  the  Marine  Corps.  We  focused  very 
clearly  on  readiness  and  sustainability.  We 
believe  that  that's  probably  the  most  im¬ 
portant  part  of  our  mission:  to  carry  out 

those  tasks  that  we  have.  And,  particularly  in 
the  sustainability  area,  we  put  a  large  mea¬ 
sure  of  PMC  resources  Into  ammunition.  To 
correct  the  deficiency  that  was  of  long 

standing,  we  did  a  similar  thing  in  '84. 


Now,  in  doing  that  in  '84,  we  wound  up 
with  a  relatively  significant  problem  that  Bob 
touched  on.  In  order  to  meet  the  Defense 
Guidance  of  '84  and  to  meet  the  sustainability 
levels  and  readiness  levels  that  were  demanded 
in  that  guidance,  we  wound  up  with  about  $40 
million  to  use  for  new  starts.  We  had  cared 
for  our  manpower  programs,  the  readiness  and 
sustainability  factors  that  were  demanded  in 
the  Defense  Guidance,  and  those  principal  end 
items  that  we  had  to  procure  and  to  continue 
those  programs  that  were  in  the  previous 
budget  years.  So,  we  had  no  new  starts  in  '84. 
In  choosing  the  strategy  for  POM  84 — and,  we 
prefer  to  say,  in  answering  the  demands  of 
Defense  Guidance  on  sustainability  and 
readiness — we  concentrated  on  readiness  and 
sustainability ,  and  we  attained  the  goals  that 
were  demanded — most  specifically  in  the  sus¬ 
tainability  of  ammunition,  which  was  the 
largest  outlay  that  we  had  to  make  to  meet 
those  sustainability  levels.  Well,  in  the  '83 
budget  on  the  Hill,  we  were  marked  at  $170 
million  in  our  ammunition  accounts.  Now,  that 
may  not  seem  like  large  numbers  to  the  other 
services,  but  to  us  that’s  $170  million  out  of 
about  $630  million  that  was  in  that  particular 
account.  Subsequent  to  that,  we  went  through 
the  '84  program  deliberations  and  to  the  PDM 
and,  because  the  size  of  our  strategic  force 
is  relatively  limited  in  the  Marine  Corps,  the 
tax  we  paid  for  the  strategic  plus-ups  bit 
into  our  ammunition  accounts,  also.  So,  our 
effort  to  meet  the  sustainability  guidance  of 
the  Defense  Department  and  the  readiness 
guidance  has  now  got  us  down  to  some  $300 
million  below  where  we  started  in  '83,  before 
we  get  to  Defense  Guidance  for  '85  and  start 
that  program. 

We  can't  do  that  again,  and  I  say  that 
with  John  Tilson  here,  so  that  he  understands 
that  we  need  some  other  type  of  focus  that 
accounts  for  the  kinds  of  things  that  happen 
on  the  Hill  that  give  you  a  hard  correction  to 
your  program,  and  you  do  not  have  the  flex¬ 
ibility  nor  the  latitude  to  deal  with  that  and 
get  back  in  and  meet  the  guidance  unless  the 
guidance  changes  in  the  future. 

Now  I  want  to  touch  on  one  other  area. 
Ofttimes,  we  in  the  Marine  Corps  talk  of  the 
fact  that  we  have  a  relatively  small  portion 
of  the  total  TOA  of  the  Defense  Department, 
and  that  is  true.  But  it  would  be  only  fair  to 
say  that  we  satellite  on  many  of  the  Army  pro¬ 
grams  in  ground  combat.  We  satellite  from  a 
lot  of  their  RAD  efforts.  We  satellite  In 
terms  of  the  contractual  relationships  there¬ 
in.  We  satellite  very  heavily  on  the  Navy  RAD 
effort,  when  it  comes  to  aircraft.  So,  we 
don't  have  a  particularly  straight  picture  in 
all  of  that,  and  we  benefit  greatly  from  a  lot 
of  the  efforts  that  are  ongoing  in  the  Army 
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and  in  the  Navy  in  those  R&D  efforts  and  in 
the  acquisition  profiles.  I  say  that  for  a 
reason. 

Some  of  the  problems  that  we  have  pro¬ 
grammatically  when  we  get  down  to  budget  sub¬ 
mission  are  driven  by  cost  factors  that  we  de¬ 
pended  on  many  times  from  the  Army.  And  a  lot 
of  that  derives  in  the  ammunition  accounts, 
and  the  truck  accounts,  and  when  those  factors 
change,  particularly  in  the  end  game,  it  dis¬ 
rupts  our  program  as  that  flows  in  to  budget 
review  in  the  Department  of  the  Defense.  Un¬ 
less  there's  some  magic  that  occurs — that 
hasn't  magically  occurred  historically — we  can 
lose  considerable  TOA  in  a  relative  sense  to 
the  Marine  Corps.  We  need  to  do  a  better  job 
in  the  Marine  Corps,  working  with  the  Army  on 
the  cost  factors,  to  insure  that  we  do  not 
lose  that  TOA.  With  that,  let  me  close  and 
attempt  to  answer  whatever  questions  you  have. 


DISCUSSION 

Quest  ion:  I'd  like  you  to  comment  on  the 
formal  use  of  pr  tor  1 1 i ta t Ion  in  the  Marine 
Corp9  PPBS.  Why  do  you  do  that  and  how  does  it 
help? 

General  Morgan:  I  believe  Colonel  Town  might 
be  able  to  answer  this  a  little  bit  better 
because  I  was  elsewhere  during  the  development 
of  the  process.  I  would  expect  that  the  very 
limited  resources  we  had  in  developing  the  '84 
budget  were  similar  to  what  you  had  when  we 
started  the  process.  When  you're  talking  about 
new  starts  and  trying  to  make  decisions  across 
the  total  TOA  with  a  very  limited  TOA,  we  have 
to  make  decisions  between  manpower  cuts  and 
new  starts.  We  didn't  have  a  process  to  do 
that.  Manpower  is  fundamental  with  the  Army 
and  the  Marine  Corps.  It  is,  without  question, 
our  most  important  product;  that's  why  you  see 
it  going  into  the  core  first.  When  we  have  to 
start  trading  manpower  for  sustainability  or 
readiness  and  new  starts,  we  need  a  little 
better  process  than  just  calling  it  off  the 
wall  to  do  so.  That's  the  best  estimate  I  can 
give. 

Colonel  Town:  I'd  just  like  to  say  one  thing. 
In  POM  '81  we  received  our  Fiscal  Guidance 
late  and  then  attempted  to  comply  with  the 
Consolidated  Guidance.  It  was  a  big  shock  for 
us  when  we  came  out  about  $500  million  short, 
trying  to  comply  with  Consolidated  Guidance. 
That  were  no  new  starts.  Our  POM  went  in  after 
an  agonizing  decrement  process  which  we  were 
not  set  up  to  do.  I  don't  know  If  you  remember 
our  "10, 000-man  cut."  We  were  going  to  be  able 
to  have  a  maximum  of  thirty  days'  sustain¬ 
ability  in  all  accounts  and  a  very  bare  C2 


readiness  in  our  operation  and  maintenance 
account .  We  found  out  that  what  we  had  was  a 
great  POM  process  for  making  small  changes  and 
trades  and  a  wonderful  process  for  adding 
things.  What  we  really  didn’t  have  was  a  pro¬ 
cess  of  biting  the  bullet  and  making  signifi¬ 
cant  decrements  to  the  current  program.  So, 
for  POM  '81,  we  said,  "Let's  have  some  mission 
areas  and  make  our  sponsors  prioritize.  Pri¬ 
oritize  not  only  what  you  want  to  add,  but 
what  you've  already  got,  and  make  tradeoffs." 

That  was  a  critical  step,  and  that's  why 
the  mission  areas  were  made  so  flexible. 
Sometimes  we  had  ten  programs  in  a  mission 
area,  and  the  next  year  those  programs  were 
bought  out,  and  a  sponsor  could  say,  "Gee,  I 
can  do  a  better  job  by  combining  a  couple  of 
mission  areas." 

We  borrowed  from  the  Army  the  idea  of 
having  a  "core"  program.  That  core  is  the 
smallest  we  can  make  it  in  order  to  have 
flexibility  to  evaluate  other  programs. 

'.•enerjl  Morgan:  The  second  part  of  that  (and 
I'm  sorry  but  I  missed  the  Army  pitch  this 
morning)  but  not  included  in  our  briefing,  is 
that — and  Bob  touched  on  the  models  we  use — 
underlying  those  models  are  Marine  Corps 
scenarios  that  those  models  play  against  in 
terms  of  developing  ammunition  expenditure 
rates  relative  to  our  weaponry  against  a 
threat  force,  etc. 

Comment  from  the  floor:  I’d  also  like  to  ad¬ 
dress  that.  We  started  out  very  much  in 
parallel  in  our  processing.  It  was  persisted 
in  by  the  next  speaker.  If  we  could  put  off 
that  question  about  merging  the  priority  list 
until  we  hear  that  pitch,  we  can  answer  then. 

Question:  The  first  part  of  the  process  seems 
to  be  the  genera]  officers'  symposium.  Can  you 
tell  me  what  really  comes  out  of  that,  and  do 
all  the  general  officers  play,  and  16  that 
really  the  planning  process,  or  how  does  that 
tie  in? 

General  Morgan:  Certainly.  Let  me  talk  to  that 
because  it's  relatively  Important  but  should 
not  be  taken  out  of  context.  The  question  is  a 
good  one.  As  Bob  said,  we  have  an  annual  gen¬ 
eral  officers'  symposium.  It  takes  place  at 
Headquarters,  Marine  Corps,  at  the  end  of 
August.  We  did  not  design  it  to  relate  to 
PPBS,  but  it  does  happen  to  occur  at  that 
time.  It  affords  me  the  opportunity  to  cover 
the  previous  year's  POM  development  and  the 
PDM  process.  It  also  permits  me  to  bring  all 
of  the  general  officers  up  to  speed  on  the 
budget  and  the  actions  on  the  Hill  on  that 
year's  budget.  We're  able  to  walk  the  general 
officers  from  all  over  the  Marine  Corps  very 
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carefully  through  program  development,  and  If 
the  PDM  is  down,  the  decisions  that  have  been 
made. 

Generally,  we  have  in  attendance  the  two 
Fleet  Marine  Force  commanders  plus  the  di¬ 
vision  and  wing  commanders  and  service  support 
group  commanders  of  all  of  our  bases  and 
stations  around  the  Marine  Corps.  It's  a  one- 
week  conference.  The  purpose  of  the  conference 
is  for  the  Commandant  to  get  together  annually 
with  his  general  officers  to  talk  about  the 
total  Marine  Corps. 

We  generally  structure  that  conference  to 
bring  them  up  to  speed  on  issues  that  we  have 
with  programming.  We  have  half  a  day  of 
briefings  and  half  a  day  of  discussion  groups 
on  issues  that  we  think  are  of  importance  to 
the  Marine  Corps,  including  programming 
issues.  Few  if  any  decisions  come  out  of  that 
conference  other  than  those  that  the  Com¬ 
mandant  feels  compelled  to  make  so  that  he  can 
give  guidance  to  the  force.  Some  of  them  have 
programmatic  impact.  It  should  not  be  con¬ 
sidered  In  any  sense  other  than  that.  So, 
there  are  programmatic  decisions  that  fall  out 
of  that,  but  it  is.  not  a  lead  for  the  program 
commencement . 

Question:  Could  you  address  bow  you  play  in 
the  Navy's  program  building  process? 

General  Morgan:  t  can,  but  it  may  be  fairer  on 
that  one  to  address  it  mutually  with  Admiral 
Metcalf  tomorrow.  I  could  give  you  a  picture 
from  our  side,  and  I'd  try  do  it  in  as  bal¬ 
anced  a  manner  I  can.  But  I'd  rather  field 
that  Jointly  with  him,  and  certainly  I'll  give 
you  my  views  at  that  time — unconstrained. 

Question:  What  role  do  the  Maitne  Corps  field 
commands  play  In  developing  the  <-ore  program.  ? 

Gereral  Morgan:  The  field  commands  do  not  par¬ 
ticipate  In  putting  their  programs  In  the 
core.  The  field  commands  participate  only  from 
an  aspect  of  the  operations  and  maintenance 
call.  We  derive  from  the  field  commands- -there 
are  two  FMF  commanders — their  deficiencies  and 
their  requirements  from  their  semiannual  sit¬ 
uation  reports.  So,  the  development  of  the  FVF 
requirements  Is  done  at  Headquarters,  arlne 
Corps.  Unlike  the  Army  and  the  Air  Force  In 
terms  of  the  four-star  commanders  who  carry 
leverage  to  the  table  as  programmers,  our  FMF 
commanders  do  not  carry  that  leverage  nor 
determine  what  Is  going  to  be  In  the 
core — only  In  the  O&M  accounts. 

Quest  ion:  I  understand  from  the  Initial 
briefing  that  the  Department  of  the  Navy 


handles  your  aviation  portion.  Now,  that's  not 
in  your  core,  but  how  do  you  transmit  what 
your  aviation  requirements  are  to  the  Depart¬ 
ment  of  the  Navy,  and  how  does  that  compete 
with  the  Navy's  program — especially  with 
something  like  the  AV-8,  where  you  are  the 
single  user  of  a  particular  type  of  aircraft? 

General  Morgan:  You  need  to  understand  the  air 
combat  element  of  the  Marine  Corps  as  Bob 
touched  on  it.  We  try  to  divide  the  Marine 
Corps  into  ground  combat  element,  aviation 
combat  element,  and  combat  service  support.  In 
the  aviation  combat  element,  there  are  green 
and  blue  programs;  that  is  to  say,  our  antlalr 
defense  systems  or  Hawk  systems  are  green- 
dollar-f unded.  Now,  let's  leave  that  aside. 
The  same  thing  applies  to  our  air  control 
systems,  which  are  green-dollar-funded.  Our 
Stinger  missile  systems,  green-dollar-funded. 
Aircraft  and  aviation-peculiar  ordnance,  POL, 
etc.,  are  blue-do llar-f unded . 

Question:  How  do  you  develop  a  requirement, 
first  of  all,  and  then  how  does  the  process 
work? 

General  Morgan:  The  requirement  is  developed 
at  Headquarters,  Marine  Corps,  for  Initiatives 
that  we  have  for  aviation  programs  or  aviation 
ordnance.  A  call  is  made  by  the  program  spon¬ 
sor,  which  is  0p-05  on  the  OpNav  staff.  We 
make  our  initiatives  to  0p-05,  and  they  are 
blended  into  the  total  development  of  the  APN 
plan  by  0p-05  and  coordinated  with  Op-90. 

Now,  how  do  they  compete?  They  compete  in 
balance  with  all  the  other  programs,  and  we 
tough  it  out  between  ourselves  and  the  OpNav 
staff  in  the  program  end  game  as  to  wh  t  is 
funded  or  not  funded.  It's  the  same  kind  of 
tough  fight  that  you  have  between  the  re¬ 
spective  TAC,  MAC,  and  SAC  commanders  In  terms 
of  who's  getting  their  share  of  the  pie. 

Over  time,  I  think,  if  you  looked  at  the 
Marine  Corps'  share  of  the  APN  plan,  it  would 
rise  and  fall  over  the  course  of  20  years  In  a 
relative  sense  with  age  of  aircraft  and  pro¬ 
curement  profiles — as  with  the  FA-18,  where 
we're  going  down  the  stream  together.  Or  com¬ 
pare  it  with  the  F-4.  We  retained  the  F-4  for 
a  longer  period  of  time.  Because  we  backed 
sway  from  acquisition  of  the  F-14  at  the  end 
of  the  game  and  stayed  with  the  F-4,  that 
portion  of  the  APN  plan  went  down. 

We  are  in  a  position  where  our  portion  of 
that  plan  is  kind  of  on  an  upswing.  We've  got 
both  AV-8B  and  FA-18  coming  into  the  force.  If 
you  looked  at  it  over  an  extended  period  of 
time,  you'd  see  our  relative  percentage  of 
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Chat  portion  coming  out  somewhere  about 
24  percent  of  the  APN  plan  over  time — over  an 
extended  period  of  time — if  you  look  at  it 
that  way.  It's  a  tough  fight.  I  won't  under¬ 
estimate  it;  it’s  a  dogfight  annually. 

Question:  The  only  other  comment  is,  "Do  you 
have  a  similar  process  to  develop  that  initial 
requirement  that  we  saw  here  for  the  other 


things  that  work  only  with  the  green  dollars, 
or  is  the  deviation  included  in  that  process?" 

General  Morgan:  Aviation  is  in  our  aviation 
green-dollar  programs.  Included  in  the  process 
you  saw.  Blue-dollar  programs  are  not  in  that 
process ,  but  are  in  the  process  in  OpNav 
in  development  of  the  APN  plan.  Any  other 
questions?  Thank  you  very  much. 
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PRIORITIZATION  OF  PROGRAMS 
by 

Dr.  Cameron  R.  Peterson 

Decisions  and  Designs,  incorporated 


I’m  going  to  restrict  my  discussion  today 
to  the  problem  of  generating  an  order,  a  buy, 
both  within  a  sponsor  group  and  between 
sponsor  groups. 


How  do  you  rank-order  a  set  of  programs 
in  the  most  cost-effective  manner?  We  use 
computer  models^  that  are  different  from  the 
models  that  we-*Are  been  discussing  the  last  day 
or  two.  We  have  been  discussing  operations 
research  models  and  simulation  models,  which 
are  models  of  the  environment.  They  are  engi¬ 
neering  models  of  a  complicated  environment 
that  are  designed  to  simulate  that  process  in 
such  a  way  that  a  decision-maker  can  have  a 
better  grasp,  a  better  understanding  of  that 
environment.  By  contrast,  I  will  describe 
psychological  models  based  upon  decision 
analysis,  models  designed  to  fit  in  and  work 
with  a  conference. 


\  ; 

finding  Inconsistencies.  We  then  focus  dis¬ 
cussion  on  these  Inconsistent  answers  so  that 
the  participants  can  understand  why  the  dif¬ 
ferences  are  what  they  are,  and  thereby  clear 
up  knowledge  gaps  on  the  way  to  effective 
prioritization. 

Here  is  an  example  of  triangulation. 
First,  the  participants  Intuitively  come  up 
with  a  decision,  which  might  be  a  rank  order 
of  the  programs  under  consideration.  Second, 
we  ask  questions  about  costs  and  benefits, 
which  are  typed  into  a  computerized  cost- 
benefit  model.  The  computer  then  generates  an 
order  of  programs  which  is  compared  with  the 
intuitive  rank  order.  Where  the  two  rankings 
differ,  there  has  been  a  mistake,  either  In 
the  intuitive  ordering  process  or  in  the  costs 
and  benefits  that  led  to  the  computer  order¬ 
ing.  The  search  for  the  reasons  for  this  in¬ 
consistency  between  the  two  procedures  leads 
the  participants  to  a  better  understanding  and 
an  ability  to  communicate  the  rationale  behind 
their  priorities.  They  then  reconcile  the 
inconsistency  by  changing  either  the  intuitive 
rank  order  or  the  order  that  came  from  the 
cost-benefit  model. 


For  the  psychological  model,  the  knowl¬ 
edge  is  in  the  heads  of  people  rather  than  in 
the  computer.  The  computer  is  used  to  provide 
a  framework  for  dialogue  and  debate  among  a 
group  of  participants.  Therefore,  the  par¬ 
ticipants  must  be  knowledgeable  about  the 
items  to  be  prioritized  and,  ideally,  they 
should  be  motivationally  involved.  Advocates 
argue  and  pound  the  table  and  fight  with  each 
other,  and  that's  how  this  process  works  best. 

First,  some  background.  Over  the  last 
10  years,  we  have  gradually  evolved  a  process 
that  we  call  a  "decision  conference."  It's  a 
highly  structured  process  designed  to  use 
computer  modeling  to  aid  people  who  have  to 
make  decisions.  Typically,  a  general  manager 
will  bring  10  or  15  of  his  managers  into  the 
conference  room,  and  they  sit  around  the  table 
to  develop  priorities.  If  he's  going  to  build 
a  factory,  the  priorities  are  about  amount  of 
robotics  versus  amount  of  computer-aided 
design  versus  size  of  building,  etc.  If  It's  a 
POM  working  group,  there  will  be  priorities 
among  tanks,  helicopters,  radios,  trucks,  and 
so  on.  But  the  assumption  of  this  modeling 
process  Is  that  the  people  have  the  knowledge, 
and  the  computer  model  is  used  to  develop  a 
framework  so  that  knowledge  can  be  exposed  and 
the  participants  can  communicate  with  each 
other  in  order  to  achieve  an  effective  con¬ 
sensus  on  the  priorities. 

\ 

.  We  use  a  procedure  called  Krlangu- 
latlon,*  which  means  that  we  ask  the  same 
question  different  ways,  with  the  aim  of 


Three  analysts  typically  assist  the  par¬ 
ticipants  in  a  decision  conference.  One  asks 
questions  about  the  items  to  be  prioritized: 
What  are  the  costs,  what  are  the  benefits, 
what  are  the  reasons  for  having  one  item 
higher  than  another  one  on  the  list.  While 
this  dialogue  is  taking  place,  a  second  ana¬ 
lyst  enters  the  costs  and  benefits  into  a 

computer  model.  Typically,  the  participants 
are  on  the  edge  of  their  chairs,  watting  to 
compare  the  computer  answers  with  their  own 
answers.  A  third  analyst  captures  the  ration¬ 
ale.  Sometimes  a  group  can  argue  for  a  half- 

hour  about  why  the  priority  should  be  higher 
for  one  package  than  for  another  one;  then, 
3  weeks  later,  they  forget  which  one  had  the 
highest  priority.  They  forget  the  arguments. 
So,  while  the  group  argues,  thinks  hard,  and 
debates,  this  third  analyst  captures  Che 
reasons  for  why  one  program  is  rated  higher 
than  another  program.  These  reasons  may  be 
intuitive,  qualitative  judgments  made  by  a 
group,  or  they  may  be  quantitative  arguments 
derived  from  simulation  models. 

These  psychological  models  require  a 
scaling  of  the  benefits  of  the  programs.  There 
are  two  important  reasons  for  going  beyond 
ordinal  or  ranking  judgments  and  using  scales. 
The  first  is  to  permit  assessments  of  cost  to 
be  combined  with  assessments  of  benefit  for  a 
cost-benefit  analysis.  The  second  purpose  of 
the  benefit  scale  is  to  facilitate  prioriti¬ 
zation  across  sponsors. 

This  benefit  scale  has  the  property  that 
if  program  A  is  worth  two  points  and  program  B 
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is  worth  three  points  and  program  C  is  worth 
five  points,  then  it  must  be  true  that  the 
participants  are  indifferent  between  the 
benefit  from  program  C  and  the  combined 
benefit  from  the  other  two  programs.  People 
make  serious  mistakes  when  they  attempt  to 
generate  such  a  scale.  Psychological  research 
demonstrates  why  it  is  difficult.  A  psycholo¬ 
gist,  George  Miller,  once  wrote  a  paper  called 
the  "Magic  Number  7  Plus  or  Minus  2“  where  he 
demonstrated  over  a  wide  variety  of  tasks, 
like  judging  weight,  or  brightness,  or  musical 
pitch,  or  loudness,  that  there  is  not  a  good 
internal  scale  against  which  a  person  can 
compare  the  tiling  being  evaluated. 

The  following  sort  of  judgment  facili¬ 
tates  the  generation  of  a  scale.  Consider  this 
imaginary  experiment.  1  have  five  rocks  sit¬ 
ting  on  a  table,  and  I  ask  you  to  judge  the 
number  of  pounds  of  each  rock.  You  lift  one 
rock  and  say  that  weighs  6  pounds,  another  and 
say  it  weighs  5  pounds,  a  third  and  say  that 
weighs  3  pounds,  and  so  on.  Next,  you  compare 
rocks  6,  5,  and  3  with  each  other.  You  lift 

rocks  5  and  '*  in  one  hand  and  rock  6  in  the 
other.  Assume  that  you  judge  that  there  is  no 
difference  between  the  two  hands,  that  the  two 
rocks  weigh  the  same  as  the  third.  Those  two 
judgments  are  inconsistent;  so,  you  must  rec¬ 
oncile  them.  You  must  either  change  your 
estimates  of  pounds  or  change  your  judgment 
that  the  heavier  rock  weighs  the  same  as  the 
sum  of  the  two  lighter  rocks.  There  is  no 
doubt  about  which  you  would  do;  you  would 
change  your  estimates  of  pounds  so  that  they 
agree  with  your  indifference  judgment. 

People  are  much  better  as  null  instru¬ 
ments  for  making  indifference  judgments  than 
they  are  at  generating  scale  numbers.  There¬ 
fore,  it  is  useful  to  use  indifference  judg¬ 
ments  for  creating  a  benefit  scale.  The  ques¬ 
tion  may  take  the  following  form:  is  the 
overall  mission  of  the  organization  enhanced 
more  by  Program  A  or  by  both  Programs  B  and  C? 
Such  judgments  are  then  used  to  modify  the 
numerical  weighting  of  relative  benefit. 

The  next  step  is  to  use  the  benefit  scale 
in  a  cost-benefit  analysis.  Even  though  these 
measures  of  benefit  are  highly  subjective,  it 
has  been  our  experience  that  participants  are 
more  confident  about  the  veridicallty  of  the 
benefit  scale  than  about  the  estimates  of 
average  annual  life  cycle  cost  used  in  the 
cost-benefit  analysis.  The  conclusion  is 
almost  always  that  there  is  more  uncertainty 
about  the  costs  than  there  is  about  the 
benefits . 

A  cost-benefit  order  of  buy  is  generated 
by  selecting  programs  according  to  the  ratio 
of  cost  to  benefit.  When  people  intuitively 


select  an  order  of  buy,  however,  they  tend  to 
rank  order  primarily  by  benefit — they  essen¬ 
tially  ignore  cost.  The  program  with  the 
highest  benefit  is  selected  first,  then  the 
program  with  the  next  highest  benefit,  and  so 
on. 


Because  of  this  systematic  bias,  it  is 
enlightening  to  contrast  an  intuitive  order  of 
buy  (typically  according  to  benefit)  with  an 
order  of  buy  generated  by  cost-benefit  ratios. 
Consider  the  following  example.  The  benefit 
order  is  A-B-C-D-E  and  the  cost-benefit  order 
is  B-D-E-C-A.  Assume  that  the  cost  of  A  Is 
equal  to  the  combined  cost  C-D-E.  Participants 
invariably  prefer  the  benefit  order.  But  now 
further  assume  that  A,  even  though  it  has  more 
benefit  than  any  other  single  program,  has 
less  benefit  than  the  combination  of  C-D-E. 
Substantial  internal  conflict  is  created  when 
participants  prefer  the  order  A-B-C-D-E  but 
prefer  the  package  B-C-D-E  to  the  package  A-B, 
which  costs  the  same  amount.  The  benefit  scale 
is  useful  in  identifying  this  kind  of  internal 
conflict,  and  it  forces  participants  to  con¬ 
sider  cost  as  well  as  benefit  and,  usually, 
leads  to  a  substantial  modification  in  their 
intuitively  prioritized  order  of  buy. 

Benefit  scales  are  also  useful  for  pri¬ 
oritizing  across  sponsors,  which  is  mere  dif¬ 
ficult  because  the  programs  tend  to  serve  more 
diverse  functions.  The  procedure  for  scaling 
across  sponsors  is  as  follows.  First,  partici¬ 
pants  within  each  sponsor  use  the  procedure 
described  above  to  scale  their  programs  in 
terms  of  benefit.  Then  a  group  of  "honest 
brokers"  is  selected  for  going  across  spon¬ 
sors.  Their  task  is  to  find  a  program  or  a  set 
of  programs  for  Sponsor  A  that  yields  the  same 
level  of  benefit  as  another  program  for  Spon¬ 
sor  B,  and  as  yet  another  program  for  Sponsor 
C,  and  so  on.  The  objective  is  to  develop  a 
benefit  scale  for  a  subset  of  programs  from 
each  sponsor.  Then  the  scales  within  and  be¬ 
tween  sponsors  can  be  combined  to  yield  a 
common  scale  for  all  programs.  This  procedure 
requires  additional  effort  within  sponsors  in 
exchange  for  a  more  effective  prioritization 
across  sponsors. 

This  procedure  for  prioritizing  programs 
assumes  that  the  programs  are  Independent , 
i.e.,  that  neither  the  cost  nor  the  benefit  of 
one  program  changes  as  a  function  of  whether 
any  other  program  Is  selected.  Linear  models, 
which  assume  no  Interaction,  are  simple  and 
transparent  as  frameworks  for  discussion. 
Unfortunately,  the  convenient  assumption  of 
universal  independence  is  incorrect.  Many 
programs  interact  with  other  programs. 
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A  large  body  of  research,  however,  has 
shown  that  only  a  slight  amount  of  Inaccuracy 
results  from  Ignoring  mild-to-moderate  inter¬ 
actions.  A  linear  model  typically  accounts  for 
over  90  percent  of  the  variance  of  an  inter¬ 
acting  environment.  Consequently,  we  have 
adopted  the  strategy  of  selectively  modeling 
interactions  in  these  prioritization  models 
used  in  conferences.  The  procedure  is  to 
identify  the  relatively  small  percentage  of 
Interactions  that  are  very  important,  model 
those  interactions,  and  then  treat  the 


relatively  high  percentage  of  remaining 
programs  as  independent. 

Thus,  this  approach  of  applying  computer 
models  to  conferences  is  designed  to  yield 
results  that  are  precisely  wrong  but  approxi¬ 
mately  right.  It  applies  the  Pareto  principle 
of  achieving  80  percent  of  the  value  with  30 
percent  of  the  resources  to  the  process  of 
analysis,  as  well  as  to  the  cost-benefit  of 
the  programs  that  are  the  subject  of  analysis. 


PANEL  DISCUSSION: 

PPBS  -  THE  SECOND  GENERATION 

Moderator:  Professor  Sherman  Blandin 

United  States  Naval  Postgraduate  School 

Mr.  Russell  Murray  2nd 

Systems  Research  and  Applications  Corporation 

Mr.  Philip  Odeen 

Coopers  and  Lybrand.  Inc. 

Dr.  Ivan  Selin 

American  Management  Systems,  Inc 

Mr.  Leonard  Sullivan,  Jr. 

Systems  Planning  Corporation 

Professor  Bland  in'.  Ladles  and  gentlemen,  our 
panel  last  evening  addressed  the  original 
development  and  Implementation  of  the  Plan¬ 
ning,  Programming,  and  Budgeting  System 
through  1969 — the  McNamara-Hitch-Enthoven 
years.  The  panel  this  evening  Is  intended  to 
address  the  evolution  of  the  system  from  1969 
to  the  present,  or  at  least  the  near-present. 

During  these  years,  I  think,  PPBS  has 
been — and,  In  my  opinion,  continues  to  be — a 
very  adaptive  system.  It  has  survived  the 
introduction  of  new  Initiatives,  such  as  MO, 
participative  management,  and  ZBB.  With  that 
very  brief  remark.  It's  certainly  my  privilege 
to  Introduce  a  most  distinguished  set  of 
speakers  for  this  penultimate  panel. 

The  panel  tomorrow  will  address  the  fu¬ 
ture  of  PPBS.  Based  on  the  last  discussion 
this  afternoon,  I've  been  searching  for  a 
cross-scaling  method  for  determining  the  order 
In  which  the  speakers  should  speak.  I  came  up 
with  one  that  Is  cardinal  and  chronological. 

The  first  speaker  will  he  Ivan  Selin,  who 
was  in  the  Office  of  the  Assistant  Secretary 
of  Defense  (Systems  Analysis'*  from  1965  to 
1970.  He  was  the  Immediate  successor  to  Alain 
Enthoven  and  served  as  Acting  Assistant  Sec¬ 
retary  of  Defense  (Systems  Analysis)  In  the 
first  year  of  the  Nixon  fimi nl s t ration.  He  was 
present  during  the  Initial  Implementation,  1 
think,  of  what  was  called  participatory  man¬ 
agement  and  was  also  one  the  principal  authors 
of  NSSM-3.  I  think  Ivan  will  talk  a  little 
about  that . 

Phil  Odeen  will  be  the  next  speaker.  Phil 
spent  10  years  In  the  Office  of  the  Assistant 
Secretary  of  Defense  (System  Analysis).  He 
served  as  Principal  Deputy  Assistant  Secre¬ 
tary,  and  was  responsible  for,  among  other 
things.  Southeast  Asia  policy  and  some  all¬ 
volunteer  force  Issues.  He  was  also  Director 
of  Program  Analysis  for  Dr.  Kissinger  In  the 
National  Security  Council  and  also  wa9  in¬ 
volved  in  NSSM-3. 


The  third  speaker  will  be  Leonard 
Sullivan.  Len  served  Initially  in  the  Office 
of  the  Director  of  Defense  Research  and  Engi¬ 
neering  from  1964  to  1973.  He  then  served  as 
Assistant  Secretary  of  Defense  for  Systems 
Analysis  (renamed  Program  Analysis  and 
Evaluation)  from  1973  to  1976. 

A  repeat  of  last  nlghc  and  In  the  batting 
cleanup  for  this  session  will  be  Russell 
Murray.  As  you  know  from  last  night's  panel, 
Mr.  Murray  was  Principal  Deputy  .Assistant 
Secretary  of  Defense  (Systems  Analysis)  in  the 
early  1960s  and  served  most  recently  as  Direc¬ 
tor  of  PA&E  during  the  Carter  administration. 
Russ  was  the  immediate  predecessor  of  Dr.  Chu. 

Each  speaker  will  speak  for  approximately 
20  minutes.  Then  we'll  have  a  question-and- 
answer  period. 

Dr.  Selin:  I  can  explain  why  MBO  failed.  It's 
because  MBO  Is  fine  for  the  people  being  man¬ 
aged,  but  it's  terrible  for  the  managers.  The 
principle  of  management  by  objectives,  of 
course,  is  that  you  hear  only  about  things 
that  deviate  from  plan.  Things  deviate  from 
plan  only  when  they're  worse  than  the  plan, 
and  nothing's  ever  better  than  the  plan.  And 
so,  if  you  manage  by  objectives,  you  get  only 
bad  news.  Nobody  can  stand  that  for  very  long. 
There's  no  future  in  a  system  like  that. 

I  do  hope  you  will  Interrupt  with  ques¬ 
tions  or  outraged  cries  or  whatever  you  might 
wish  to  say  along  the  way.  Russell  pointed  out 
to  me  that  if  the  first  three  fellows  strike 
out,  the  clean-up  batter  doesn’t  have  to  get 
up,  and  he  wouldn't  mind  that  very  much. 

I’m  going  to  talk  about  three  things.  I'm 
going  to  talk  briefly  about  what  I  think  Is 
the  signal  achievement  of  systems  analysis  in 
about  1968  and  1969,  when  I  was  running  the 
strategic  forces.  I'll  then  show  how  that  led 
Into  the  PPBS  and  the  systems  analysis  func¬ 
tion --not  the  Systems  Analysis  office,  but  the 
function  in  what  could  be  called  a  participa¬ 
tory  dictatorship  (or  whatever  that  system  was 
that  we  had  there  in  the  beginning  of  the 
Laird  administration). 

Mr,  Laird  was  a  very  strong  Secretary  and 
could  not  be  fooled.  Mr.  McNamara  came  in, 
raised  the  budget  of  the  armed  forces  20  per¬ 
cent,  and  incurred  their  enmity  immediately. 
Mr.  Laird  came  in,  chuckled  a  little  hi  i  ,  cut 
It  10  percent,  and  they  thought  he  was  their 
man.  So,  he  was  a  very  strong  Secretary.  The 
third  thing  I'll  do  is  talk  about  NSSM-3  for  a 
little  bit. 

1  think  the  outstanding  achievement — it 
was  done  to  the  point  that  we  could  do  what  we 
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had  to  do  afterward— was  to  extend  the  PPBS 
system,  to  get  into  the  parts  of  the  Defense 
budget  that  could  not  be  directly  tied  in  with 
weapon  systems  or  forces.  People  have  differ¬ 
ent  estimates.  But  something  like  70  percent 
of  the  Defense  budget  has  to  be  related  to. 
It's  not  directly  tied  to  the  weapon  systems 
or  the  forces  that  operate  them  or,  in  the 
Army's  case,  the  forces  or  the  weapons  that 
support  the  forces. 

For  the  longest  time,  probably  the  best 
analyses  we  were  doing  in  Systems  Analysis 
were  weapons  system  analyses.  But,  in  1965, 
when  Alain  became  an  Assistant  Secretary,  he 
inherited  the  manpower  requirements  and  the 
logistical  requirements.  And,  for  the  first 
time,  he  had  a  responsibility  for  trying  to 
come  up  with  some  cost-benefit  analysis  in 
military  terms,  not  for  the  "combat  tail"  but 
for  the  support  forces  that  are  quite  distant 
from  the  fighting  forces.  The  problem  was  not 
coming  up  with  an  engagement  analysis  or  op¬ 
erations  research  analysis  but  true  accounting 
and  economic  analysis  that  shows  how  we  relate 
to  force  capabilities  the  depot  maintenance  or 
the  training  programs  or  the  number  of  pilots 
that  we  need,  the  number  of  trainees,  and 
other  such  questions.  And  the  problem  was  not 
a  shortage  of  intellectual  energy,  but  a 
shortage  of  data.  It  was  verv,  very  hard  to  go 
through  the  Defense  budget  and  Defense 
expenditures. 

(That's  another  point,  by  the  wav:  Nobody 
really  understood  that  you  had  to  look  at 
actual  expenditures  to  see  how  money  was 
spent.  All  the  analysis  was  focused  on  the 
budget. ) 

We  tried  to  go  into  the  accounting  sys¬ 
tems  and  extract  data  on  how  money  was  ac¬ 
tually  spent,  regardless  of  how  money  was 
planned  to  be  spent  in  the  budget.  We  wanted 
to  get  some  aggregate  data  that  would  be  use¬ 
ful  for  the  analysis  of  logistical  programs, 
training  programs,  maintenance  programs, 
readiness  programs — the  things  that  are  abso¬ 
lutely  essential  if  the  military  is  to  be  able 
to  fight.  It's  not  very  romantic;  it's  never 
in  the  front  end  of  the  Secretary's  posture 
statement,  and  it's  where  most  of  the  money 
is.  In  the  absence  of  such  analysis,  things 
can  get  tough:  The  budget  is  cut  5  percent, 
flying  hours  are  cut  20  percent,  training  goes 
down,  reenlistment  goes  down,  and  the  Army  has 
all  the  weapons — but  it  can't  do  anything  with 
them. 

Without  going  into  how  this  was  done,  I 
would  think  this  was  the  most  important  vic¬ 
tory  for  PPBS.  In  my  opinion,  it's  really  what 
PPBS  is  all  about — taking  support  programs  and 
putting  them  into  programs  and  budgets  in  such 


a  way  that  one  can  relate  these,  even  if  in¬ 
directly,  to  military  capability. 

The  important  point  on  this  is  that 
during  the  first  year  of  the  laird  regime  in 
the  Defense  Department,  System  Analysis  was 
put  firmly  in  its  place.  We  were  told  that  we 
could  not  tell  the  Navy  how  many  modifications 
it  could  make  to  the  A-7.  All  we  could  tell 
them  was  what  their  budget  would  be  and  how 
they  could  spend  it  In  terms  of  strategic 
forces,  tactical  forces,  etc.  The  same  was 
true  for  the  Army  and  the  Air  Force. 

Smarting  from  this  Immediate  and  enormous 
defeat,  it  turned  out  that  my  function — or  the 
function  of  my  office — was  to  do  a  top-down 
split  of  the  Defense  budget  in  mission  and 
service  terms,  to  give  what  might  be  con¬ 
sidered  "bogies."  We  were  not  responsible  for 
developing  targets  for  the  Array  budget,  the 
Air  Force  budget,  or  the  Navy  budget,  but  for 
developing  a  total  amount  that  the  Defense 
Department  was  to  spend  over  the  next  five 
years  for  a  function  like  tactical  aviation. 
We  were  asked  to  develop  the  split  between 
Marine,  blue-suit  Navy,  and  Air  Force  aviation 
and  then  have  the  services  try  to  develop 
programs.  That  was  the  idea  of  the  POM,  to 
have  the  services  try  to  develop  programs 
within  the  splits. 

We  could  talk  as  much  as  von  would  like 
about  how  these  figures  were  reached.  The 
attempt  was  to  create  a  set  of  forces  that 
were  pretty  good  and  then  cost  the  forces.  We 
then  looked  at  trade-offs  between,  sav,  tac¬ 
tical  aviation  and  ground  forces,  or  general 
purpose  Navy  and  amphibious  forces,  to  make 
sure  that  we  didn't  have  terribly  unbalanced 
forces.  The  forces  now  became  the  scaffold¬ 
ing,  which  was  published  as  backup.  But  we 
used  the  dollar  figures  as  targets  for  the 
programs.  We  then  gave  the  dollar  targets  to 
the  services  and  said,  "We'll  be  glad  to  show 
you  how  we  did  this,  if  it's  any  help  to  you 
in  building  your  forces.  But  we  really  would 
like  to  know  what  you  would  do  if  you  had  a  5- 
year  program  of  $85  billion  for  tactical 
aviation.  We’ll  give  you  the  examples  that  we 
used.  We  believe  that  it  is  possible  to  keep  a 
certain  number  of  aircraft  up  in  the  air  with 
a  certain  set  of  assumptions,  but  we’d  like 
them  to  be  your  forces,  not  ours." 

For  the  first  time,  and  this  may  sound  a 
little  like  a  boast  (but  that's  because  it  is 
a  boast),  the  Secretary  of  Defense  was  in  a 
position  to  be  able  to  put  out  some  military 
objectives  and  some  dollar  figures,  with  a  few 
other  constraints  like  endstrengths ,  and  say 
to  the  services,  "I'm  quite  confident  that 
this  amount  of  money  is  capable  of  purchasing 
this  much  force,  but  I'd  like  to  see  what 


120 


r 


forces  you  would  develop  within  these  con¬ 
straints.  I'll  then  compare  those  with  my 
forces.  If  yours  aren't  much  worse  than  mine, 
we'll  take  yours."  And  the  services  began 
designing  forces  within  the  constraints  set  up 
by  the  Secretary  of  Defense. 

In  order  to  do  this,  it  was  absolutely 
essential  that  this  tremendous  support  "tail" 
be  allocable  to  missions  and  services.  If  we 
were  talking  about  Increasing  ground  force 
readiness  and  reducing  tactical  aviation  in 
central  Europe — which  is  one  of  the  things  we 
were  talking  about  at  the  time — we  had  to  be 
able  to  go  through  the  calculation  and  say, 
"What  would  that  do  to  the  support  budget?" 
Otherwise,  the  entire  argument  would  be  based 
on  plus-or-tni nus-10-percent  differences  on  30 
percent  of  the  budget.  And  the  entire  mass  of 
the  iceberg  would  have  gone  undetected  and 
unaffected. 

So,  to  me,  the  great  victory  of  PPBS  was 
to  get  a  better  handle  on  the  support  forces. 
The  reason  It  was  Important  was  that,  without 
it,  the  Secretary  of  Defense  would  not  have 
been  able  to  make  the  transition  from  OSD- 
developed  specialized  forces,  programs,  and  a 
whole  lot  of  really  irrelevant  variables  to 
specifying  guidance  for  program  budgets,  end- 
strengths,  and  military  capability  for  the 
services  to  use  in  designing  the  forces. 

Having  done  that  at  least  well  enough  so 
we  had  all  the  dollars  accounted  for — I'm  not 
sure  we  had  them  all  in  the  right  place,  but 
at  least  the  programs  added  up  to  the  entire 
budget — we  could  relate  budgets  back  to  the 
actual  outlays.  That  was  a  very,  very  big 
Improvement.  We  did  not  work  just  with  pub¬ 
lished  budgets  but  with  actual,  previous 
years'  outlays  so  that  we  had  some  confidence 
that  our  description  of  the  base  was  accurate. 

The  next  step  was  to  say,  "Well,  we  have 
the  JSOP,  where  the  military  are  asked  to  say 
how  much  it  costs  to  do  everything  simulta¬ 
neously  and,  of  course,  with  no  risk."  Of 
course,  that  would  cost  a  great  deal.  Then, 
when  it  came  time  to  do  the  budget,  we  would 
discover  that  we  didn't  have  anything  like 
that  amount  of  money.  The  whole  idea  of 
NSSM-3,  National  Security  Study  Memorandum  3, 
was  to  try  to  relate  military  strategies  to 
forces  and  budgets  simultaneously  so  that  if 
we  talked  about  a  more  aggressive  or  more 
modest  strategy,  we  could  talk  about  the 
forces  and  the  budgets  that  went  with  the 
strategy. 

There's  one  basic  rule  that  those  of  you 
in  the  studies  business  know,  and  that  is: 
Never  ask  for  a  study  unless  you  know  what  the 
answer  will  be.  The  only  way  we  were  able  to 


do  a  reasonably  good  job  on  NSSM-3  in  the  fall 
of  1969  is  that  we,  within  Systems  Analysis, 
had  done  the  same  study  limited  to  defense 
forces  in  the  summer  of  1969. 

Alain  Enthoven  had  been  there  a  long 
time,  and  he  had  a  number  of  outside  inter¬ 
ests.  Russ  Murray  was  very  interested  in  what 
we  were  doing;  so,  I  sat  down  with  him  and 
said,  "Look,  it  will  be  a  little  embarrassing, 
after  Wayne  Smith  and  Alain  Enthoven  complete 
their  book  called  'How  Much  Is  Enough?'  if  no 
one  has  ever  done  an  analysis  of  how  much  is 
enough. 

All  of  the  analyses  had  been  based  on 
matching.  For  instance,  if  you  buy  more 
tactical  air  forces,  what  else  do  you  have  to 
buy  to  go  with  It?  If  you  buy  more  ground 
forces,  what  kind  of  airlift  do  you  need  to 
support  the  ground  forces?  And,  to  the  best  of 
my  knowledge,  nobody  had  ever  sat  down  and 
asked,  "How  much  defense  do  you  get  for  this 
much  money  or  for  that  much  money?"  And  we 
thought  that,  having  received  credit  for  doing 
this  type  of  analysis  for  a  year.  It  would  be 
a  good  idea  If  we  took  at  least  a  wild  shot  at 
this  question. 

So,  in  the  summer  of  1968,  within  Systems 
Analysis,  we  took  a  first  cut  at  several  al¬ 
ternative  strategies,  forces,  and  budgets. 
Then  we  dispatched  Larry  Lynn  to  the  White 
House  and  drafted  the  NSSM  for  him  to  send 
over  to  us  to  tell  us  to  do  the  study  we  had 

already  done.  That  worked  very  well.  Larry 

sent  over  the  memorandum,  and  we  extended  the 
study  in  two  ways. 

There  was  very  wide  participation  by 
other  parts  of  the  Department  of  Defense  in 
looking  at  alternative  forces.  And,  all  sar¬ 
casm  aside,  although  the  basic  numbers  were 
done  in  the  sense  that  we  had  some  idea  of 
efficient  forces  and  a  reasonable  mix  at  given 
budget  level,  there  was  a  great  deal  of  dis¬ 
cussion  about  what  the  military  capabilities 

of  the  forces  would  be,  what  the  risk  was, 
what  a  reasonable  mix  between  land-based  and 
sea-based  air  might  be  at  a  given  level,  etc. 
So,  the  first  step  we  took  to  expand  our  study 
into  NSSM-3  was  to  engage  the  efforts  of  all 
the  organizations  within  the  Defense 
establishment. 

The  first  part  of  our  study  was  quite 
successful,  I  thought.  The  second  part  was 
really  quite  unsuccessful.  This  part  was  sup¬ 
posed  to  address  the  question:  "With  the 
savings  from  defense,  how  touch  could  be  spent 
on  nondefense  programs;  or,  conversely,  with 
larger  defense  programs,  how  much  would  the 
civil  economy  suffer?" 
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To  do  that ,  we  had  to  do  something  that 
had  really  never  been  done,  which  is  to  try  to 
look  at  a  balanced  urban  development  program 
or  a  balanced  transportation  program. 

The  second  part  was  supposed  to  develop 
trade-offs  between  a  balanced  domestic  program 
and  a  balanced  defense  program.  That  was  quite 
unsuccessful.  Nobody  on  the  domestic  side  had 
ever  thought  about  the  relationships  between 
housing  programs  and  welfare  programs  or  how 
to  trade  off  between  supersonic  transports  and 
urban  mass  transportation. 

So,  we  ended  up  with  the  N'SSM-3.  I  don't 
think  we  did  a  very  good  job  on  the  strategic 
part.  With  general  purpose  forces,  we  had  the 
benefit  of  Russ  Murray  and  Phil  Odeen,  who  had 
worked  in  this  area  for  a  long  time.  It  was 
brand-new  to  me;  so,  I  was  able  to  look  at 
that  with  a  new  eye.  I  think  we  did  a  pretty 
good  job  on  the  general  purpose  forces,  which 
is  fortunate  because  that's  where  most  of  the 
money  goes,  anyway. 

We  looked  at  a  number  of  different  stra¬ 
tegies:  a  simultaneous  defense  of  both  Europe 
and  Asia,  a  defense  of  one  or  the  other,  but 
not  both  simultaneously,  and  a  defense  of 
Europe  with  a  holding  action  in  Asia.  We  also 
considered  different  levels  of  risks,  differ¬ 
ent  levels  of  costs,  and  what  this  meant  for 
the  defense  program.  Furthermore,  since  the 
military  people  were  involved  in  evaluating 
the  risk  of  the  forces  at  the  same  time  the 
budgets  were  set — instead  of  the  earlier  pro¬ 
cess  in  which  budgets  were  not  looked  at — a 
five-year  program  was  created.  The  five-year 
program  held  up  pretty  well,  until  the  Presi¬ 
dent's  attention  was  diverted  because  of 
Watergate.  This  continued  for  about  three 
years . 

The  numbers  that  came  out  of  NSSM-3  were, 
in  fact,  the  budgecs,  the  5-year  budgets  that 
were  laid  out  for  tiie  services,  by  mission  and 
by  service,  in  the  Presidential  Memorandum  and 
the  Defense  Secretary's  response  to  it.  And, 
to  finally  complete  this  huge  circle,  all  of 
this  was  made  possible  by  the  efforts  within 
PPBS  to  get  the  support  forces  and  the  support 
budgets  into  a  program  budget. 

I'll  stop  here  and  take  questions. 

Question:  What  did  the  departments  have  to  say 
about  this? 

Dr.  Selin:  First  of  all,  there  was  a  certain 
amount  of  sleight  of  hand  that  went  on.  Mr. 
Packard  sent  out  a  memorandum  limiting  the 
Acting  Assistant  Secretary  for  Systems  Analy¬ 
sis — by  the  way,  I  have  served  the  longest  as 
an  acting  presidential  appointee  except  for 


Lewis  Strauss,  and  that's  some  kind  of  record 
to  merely  deciding  what  the  budgets  and  the 
programs  of  the  military  departments  would  be. 
Everyone  thought,  "Gee,  that's  terrific.  We 
can  decide  whether  to  put  a  tail  hook  on  the 
A-7  or  not,  all  by  ourselves.  He  can  just  tell 
us  whether  we  have  any  money  to  buy  A-7s  or 
not ." 

So,  the  services  were  really  quite 
pleased  with  having  to  be  more  serious.  They 
were  willing  to  accept  the  authority  of  the 
Secretary  of  Defense  to  lay  out  broad  budgets 
and  programs;  they  were  just  tired  of  being 
told  how  to  spend  the  money  within  these  pro¬ 
grams.  And,  at  least  the  Initial  reaction,  I 
felt,  wa9  quite  favorable.  7he  paper  work  was 
reduced.  Instead  of  tiaving  a  very  detailed  set 
of  plans  coming  out  in  Draft  Presidential 
Memoranda,  they  were  given  certain  bogies  and 
were  allowed  to  do  some  planning.  (By  the  way, 
Presidential  Memoranda  never  appeared  in  final 
form.  They  were  always  drafts.  They  went 
through  11  or  12  drafts,  and  then  we  started 
on  next  year’s  draft.) 

I  suspect  that  it  was  long  after  I  was 
gone  that  they  realized  that  in  many  ways  they 
were  more  constrained  rather  than  less.  But 
the  initial  reaction  was  very  favorable.  You 
can  ask  my  successors  what  happened  after 
that.  It's  good  to  have  a  job  only  in  one 
year . 

Question:  How  many  airplanes  were  they  buying? 

Dr.  Selin:  We  were  buying  a  lot  of  airplanes. 
But  the  Vietnam  war  was  building  up;  so,  we 
were  going  to  buy  a  lot  of  airplanes,  regard¬ 
less  of  what  the  program  structure  was  going 
to  be.  We  probably  bought  a  few  more  heli¬ 
copters  than  we  would  have  bought  otherwise.  I 
personally  regret  not  having  gotten  more  into 
detail  on  where  we  were  going  to  buy  our  air- 
power.  The  Army  sort  of  slipped  by  with  a  lot 
of  helicopters  as  being  relatively  small, 
compared  with  the  Air  Force  and  Navy  tacair 
budgets.  It  was  a  time  of  buildup.  And,  as  you 
all  know,  it's  much  easier  to  put  in  a  new 
management  structure  when  you  can  grandfather 
in  all  the  existing  forces  and  budgets,  when 
you  have  an  increment  to  split  up  among  a 
number  of  claimants  rather  than  a  decrement  to 
exact  from  the  claimants.  The  time  was  right 
for  bringing  in  the  structure. 

I  guess  1  realLy  ought  to  go  back  a  step. 
When  Systems  Analysis  started,  in  the  early 
'60s,  the  Navy  was  capable  of  doing  a  great 
deal  of  very  quantitative  analysis,  none  of 
which  seemed  to  have  any  effect  on  decisions 
made  by  the  Department  of  the  Navy.  The  other 
two  departments  didn't  even  do  a  great  deal  of 
analysis  at  the  force  level.  The  Air  Force  did 
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a  great  deal  of  operations  analysis  but  not 
much  in  terms  of  force  structure. 

Systems  Analysis  did  a  lot  of  stuff  that 
was,  in  my  opinion,  unpopular  and  probably  in 
self-defense.  The  military  departments  then 
built  up  a  capability,  first  to  rebut  these 
analyses  and  then  to  do  them  better  than  we 
could.  They  had  better  data,  and  they  had 
better  people.  Their  guys  were  in  uniform; 
they  couldn't  get  out  after  two  years.  They 
had  a  lot  of  advantages  that  we  didn't  have. 

By  the  late  '60s,  there  was  no  reason  for 
us  to  do  these  detailed  analyses.  We  weren't 
doing  them  as  well  as  the  services.  We  were 
supporting  lower  level  decisions  with  the 
analyses.  So,  it  made  a  great  deal  of  sense  to 
really  concentrate  on  some  of  the  aggregates 
and  then  turn  over  the  real  force  planning  to 
the  people  who  had  the  incentive,  the  ability, 
and  the  data  to  do  the  planning.  It  was  a 
natural  evolution  to  get  out  of  trying  to  do 
all  this  detailed  stuff  at  the  Secretary  of 
Defense  level  and  have  the  military  depart¬ 
ments  do  it. 

The  big  problem  was  that  the  JCS  and  the 
service  Secretaries  never  had  worked  out  their 
act  about  what's  a  "military  function,"  a 
Joint  Staff  function  versus  the  military  de¬ 
partment  function.  But  I  was  delighted  to  get 
out  of  a  lot  of  these  issues.  I  reatly  did  get 
tired  of  trying  to  figure  out  what  the  Air 
Force  modification  program  ought  to  be,  and 
things  like  that. 

Question:  When  Mr.  La'.rd  came  in,  there  was  an 
expectation  that,  infact,  he  would  do  away 
with  the  Systems  Analysis  function.  And,  as  1 
remember  it,  there  was  a  retreat,  and  a  pact 
was  made,  and  Systems  Analysis  survived.  I'm 
curious  about  the  politics  of  that.  How  did  it 
survive? 

Dr.  Selin:  First  of  all,  if  a  pact  was  made,  I 
wasn't  a  part  of  the  negotiations.  It  may  have 
sealed  my  fate,  but  I  wasn't  really  a  party  to 
that.  I  was  told  to  behave  a  little  better. 
But  when  Mr.  Packard  came  in,  before  the  new 
Secretary  of  Defense  took  office.  It  was  clear 
that  Laird  was  going  to  be  concerned  with 
several  things:  He  was  going  to  worry  about 
getting  out  of  Vietnam,  try  to  improve  the 
credibility  of  the  party  in  power,  and  try  to 
live  within  a  budget.  And,  fourth,  he  was 
going  to  try  to  keep  the  military  from  getting 
as  bad  a  name  as  it  was  getting. 

He  concentrated  on  those  things  through¬ 
out  his  four.  I  think  he  did  a  terrific  job  on 
that.  Packard  really  worried  about  the  forces 
and  the  programs. 


We  set  up  a  luncheon  with  Mr.  Packard, 
when  we  were  trying  to  decide  whether  we 
wanted  to  keep  our  jobs  (in  Systems  Analysis) 
and  whether  we  would  be  able  to  keep  them  if 
we  did  want  to.  We  gave  him  a  critique,  which, 
without  the  sarcasm,  is  essentially  the  one 
I've  given  you  today:  It  really  was  time  to 
turn  over  this  detailed  analysis  to  the  mili¬ 
tary  departments.  The  Secretary  of  Defense 
needed  to  be  able  to  look  at  program  budget 
resources  and  capabilities  simultaneously,  and 
we  were  the  least  unqualified  people  around  to 
do  it.  I  guess  that  would  be  considered  a 
promise  of  good  behavior.  At  least,  It  was 
possible  to  read  it  that  way.  And  we  pretty 
much  did  keep  out  of  trouble  for  a  while, 
except  for  attempting  to  "sink"  10  old  Polaris 
submarines.  But  most  of  our  suggestions  were 
pretty  sensible. 

Mr.  Laird  found  it  was  very  useful  to 
have  me  come  up  and  brief  the  Joint  Chiefs  of 
Staff  on  how  we  could  pull  100,000  troops  out 
of  Vietnam  with  no  notice.  And  then  he'd  say, 
"Well,  maybe  it  will  be  25,000."  And  they 
would  say,  "You're  a  great  man,  Mr.  Laird. 
Thank  you  very  much."  So,  that  was  a  useful 
function.  We  stopped  annoying  people  quite  so 
much.  We  really  did  stick  to  our  homework. 

NSSM-3  was  an  enormous  success,  even 
looking  back  at  PRM-10,  which  was  done  exactly 
the  way  you  should  do  a  study  and  therefore 
failed  completely.  PRM-10  started  off  with 
strategy  and  worked  out  forces  and,  of  course, 
nothing  worked.  In  NSSM-3,  we  started  out  with 
forces  and  then  tried  to  figure  out  what 
strategy  could  be  carried  out.  You  start  with 
what  you  know,  and  you  work  out  what  you  don't 
know,  instead  of  the  other  way  around.  NSSM-3, 
I  would  say,  really  saved  Systems  Analysis. 

I  was  an  enthusiastic  supporter  of  this 
participatory  management  because  I  found  that 
l  was  giving  advice  on  things  that  1  really 
didn't  care  about  and  never  got  to  the  points 
I  really  did  care  about.  I  was  happy  to  tun 
that  stuff  over  to  people  who  wanted  to  do  it. 
There's  probably  a  lot  of  stuff  I  didn't  know, 
like,  "O.K. ,  we'll  keep  them  around  for  a 
year,  but  we'll  sink  their  ship  afterward." 
I'm  not  sure  that  I  knew  all  the  negotiations 
that  went  on.  You  realize  this  is  not  archival 
history. 

Question:  It  might  make  a  difference  whether 
we  know  how  to  allocate  support  among  the 
various  kinds  of  force  structures,  but,  even 
beyond  that,  suppose  you  did  know,  what  good 
would  it  do  if  there  were  no  advocates  for 
support? 

Dr.  Selin:  I'll  give  you  a  historical  answer, 
but  I'm  really  concerned  about  your  question. 
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In  1969,  there  was  plenty  of  support  around. 
All  you  had  to  do  was  visit  the  U.S.  Army  in 
Vietnam  to  see  all  the  support  there  was.  The 
Army  had  a  lot.  But  the  forces  at  home  were 
really  denuded;  so,  there  was  a  question  of 

reallocating  the  resources,  looking  at  sig¬ 
nificantly  different  postures,  and  trying  to 

figure  out  what  the  cost  of  these  postures 
would  be.  There  was  enough  to  go  around,  if 

you  could  get  It  in  the  right  places. 

I'd  say,  starting  around  1973  or  1974, 
this  was  not  the  case  anymore.  Let  me  say 
this:  The  civilians  always  used  to  like  to 

have  all  the  forces  at  combat  readiness  im¬ 
mediately.  The  military  fellows  would  say, 
"We're  probably  not  going  to  fight  a  war  in 
the  next  six  months,  but  if  we  give  up  three 
divisions  and  four  wings,  we  will  never  get 
them  back;  so,  let's  keep  a  reasonable  frame¬ 
work."  Tlie  truth  lay  someplace  in  hetween.  By 
the  mid-' 70s — there's  no  question  in  my  mind — 
there  was  too  much  skeleton  and  not  enough 
muscle,  not  enough  support. 

I  believe  that  part  of  the  problem  was 
the  lack  of  adequate  analysis  and  good  sales¬ 
manship  on  the  part  of  the  analyst.  There's 
really  no  reason  why  the  military  hawks  can  be 
so  exciting  and  interesting,  and  the  civilian 
analysts  have  to  be  so  boring  that  nobody 
listens  to  what  they  say.  1  don't  think  we  as 
a  group  did  a  very  good  job  of  explaining  to 
people,  who  were--at  least,  for  a  while — 
interested,  what  happened  if  you  didn't  have 
very  good  support.  When  there's  a  war  going 
on,  it  becomes  quite  clear  when  you  don't  have 
ammunition.  But,  in  peacetime,  it's  much 

tougher. 

Rut,  starting  in  1979,  the  support  pro¬ 

grams  really  did  start  to  build  uo,  and,  right 
now,  the  support  programs  are  pretty  well 

funded.  The  real  problem  Is  that  it’s  a  moving 
target  with  so  much  procurement  going  on.  It's 
very  hard,  even  with  adequate  resources,  to 
support  all  that  additional  procurement.  If 
you  don't  have  enough  people  to  operate  what 
you  have,  how  are  you  going  to  operate  addi¬ 
tional  forces?  That's  not  exactly  a  budget 
problem.  I  think  It's  more  of  a  planning 

problem  tbit  the  buildup  might  be  based  more 
on  sort  of  a  strategy  and  appearance  of 
strength  than  a  detailed  analysis  of  readiness 
montli  hy  month.  1  don't  know  the  answer  to 
your  question.  As  know,  I've  grappled  with 

that  ray  sell. 


Philip  0,7f  >on:  bet  me  i  rv  here  tonight  to 
hrldge  tills  little  period  between  tile  i>ra  that 
Ivan  just  talked  about  and,  1  guess,  really 
Len  Sullivan's  period  as  Assistant  Secretary 
of  Defense  tor  Systems  Analysis.  I  had  been  in 


the  Systems  Analysis  office  during  the  !960s, 
working  on  Vietnam  matters,  primarily — 
regional  programs  and  things  of  that  type.  In 
early  1971,  I  became  Principal  Deputy  Assis¬ 
tant  Secretary  working  for  Gardner  Tucker,  who 
was  the  Assistant  Secretary.  Gardner  was 
heavily  involved  in  the  SALT  negotiations  and 
a  series  of  strategic  things,  and  therefore  a 
lot  of  odds  and  ends  fell  to  me.  One  of  the 
odds  and  ends  that  fell  to  me  was  the  revision 
of  the  PPBS  system  that  happened  in,  as  1 
recall,  about  mld-1970.  I  don't  have  the  kind 
of  recall  John  Keller  had  last  night.  He  re¬ 
members  everything  that  happened  25  years  ago. 
1  have  trouble  remembering  my  wife's  birthday. 
As  a  matter  of  fact,  tonight  is  my  wife's 
birthday,  and  I  forgot  it  when  I  accepted  the 
speaking  engagement. 

The  PPBS  revision  I  was  heavily  involved 
in  was  a  very  Interesting  exercise  from  my 
point  of  view.  We  were  really  responding  to 
the  kind  of  pressures  chat  Ivan,  1  think, 
covered  very  ably.  Really,  the  whole  reaction 
at  that  time  was  a  very  strong  one  to  the 
McNamara  era,  to  the  role  of  systems  analysis 
during  the  McNamara  era,  and,  T  think,  to  some 
degree  the  particular  behavior  of  certain 
distinguished  individuals. 

As  a  result  of  that,  Mr.  Nixon,  during 
his  campaign  promis’d  to  root  the  systems 
analysts  out  of  the  Pentagon.  That  statement 
didn't  do  much  for  the  morale  of  our  office 
after  Election  Day,  I  can  assure  you.  One  of 
Ivan's  many  virtues  was  to  keep  things  under 
control  and  get  us  through  that  difficult 
transition  period  when  Mr.  Iwaird  decided  that 
he  needed  a  systems  analysis  office.  He  needed 
it  for  a  lot  of  reasons,  I  think,  but  I  don't 
want  to  get  into  that  tonight  . 

One  of  the  first  things  that  was  done, 
after  this  initial  vear  of  transition  when 
they  went  through  t  :i  -  NSSM-3  exercise,  was  the 
redeployment  From  Vietnam.  This  was  followed 
by  the  budget  cuts.  One  of  'he  next  things 
that  happened  was  a  decision  to  go  back  and 
rethink  the  PPBS  process.  And  I  ended  up 
having  action  for  that  effort,  assisted  by  a 
very  able  young  Navy  officer.  Rod  McDaniel, 
who  fortunately  Is  still  an  active  Naval  of¬ 
ficer.  Rod  and  I  handled  all  the  Inputs  from 
the  services  and  worked  them  through  the  co¬ 
ordination  process  and  finally  to  Mr.  Packard 
and  Mr.  Laird,  who  were  making  the  decisions. 

Let  me  just  take  you  back  briefly  through 
what  happened.  First  of  all,  there  was  a 
philosophy.  I  think  the  first  aspect  of  it  was 
is  that  the  Secretary's  role  ought  to  be  to 
provide  broad  guidance:  strategic  guidance, 
planning  guidance,  and  financial  guidance. 
Ivan  talked  a  bit  about  how  tiiat  was  done. 
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The  second  aspect  of  the  philosophy  was 
that  the  services  ought  to  have  the  initia¬ 
tive:  No  more  Draft  Presidential  Memoranda, 
which  really  grated  on  the  services,  since  the 
real  initiative  was  in  the  hands  of  the  Office 
of  the  Secretary  of  Defense.  The  whole  idea 
was  that  the  services  would  propose,  and  the 
Secretary  of  Defense  would  dispose.  And  that 
was  clearly  the  underlying  philosophy  of 
everything  we  tried  to  do. 

The  third  aspect  was  service  flexibility. 
The  services  should  not  be  locked  into  the 
great  nitty-gritty  detail  that  they  had  been 
during  the  '60s.  They  were  going  to  have  the 
opportunity  to  use  their  resources  in  a  way 
that  they  thought  made  the  most  sense  to  fur¬ 
ther  our  national  security. 

Finally,  we  had  this  whole  concept  of 
participatory  management  that  Ivan  mentioned. 
I  think  that's  something  that  Mel  Laird  felt 
very  strongly  about.  In  part,  he  felt  strongly 
about  it  because  he  was  a  very  able  politi¬ 

cian,  and  he  knew  this  was  something  that 
would  go  over  well  within  the  services  and 

would  go  over,  perhaps  equally  well,  on  the 

Hill  in  the  Armed  Services  Committee,  where 
there  was  a  lot  of  real  hostility  to  the  role 
of  the  Office  of  the  Secretary  of  Defense  and, 
particularly.  Systems  Analysis  during  the 
'60s. 

But,  also,  I  think  he  saw  that,  at  that 
point  in  history  at  least,  it  was  very  im¬ 

portant  to  get  the  services  into  the  loop.  As 
someone  pointed  out  last  night,  the  services 
had  basically  opted  out  of  the  DPM  process. 
They  really  weren't  playing;  they  were  merely 
responding  to  the  directives  from  OSD.  And  it 
was  important  to  get  them  into  the  loop  and  to 
begin  to  build  on  the  expertise,  the  analytic 
capability,  and  that  great  experience  that  was 
in  the  military  departments.  So,  he  saw  it  as 
being  important  for  political  reasons  as  well 
as  substantive  reasons. 

I  think,  as  Ivan  suggested,  Mel  Laird  is 
an  often  underrated  man.  He  is  extraordinarily 
bright,  and,  a  person  whose  intellect  is  far 
greater  than  is  usually  portrayed.  He's  seen 
as  a  politician.  He  was  that,  but  he  was  also 
a  very,  very  able  person. 

I  recall  we  spent  6  months  or  so  going 
back  and  looking  at  the  PPBS  process,  very 
much  as  Vince  Puritano  did  here  2  vears  ago. 
The  first  step  was  to  structure  defense  plan¬ 
ning  guidance.  There  wasn't  anything  quite 
like  that  during  the  '60s.  The  guidance,  or 
the  strategy  where  it  existed,  was  really  part 
and  parcel  of  the  DPMs .  The  DPMs ,  in  fact,  had 
objectives  and  strategies  for  the  ASW  forces, 
tacalr  forces,  etc.  But  there  was  no  place 


strategy  objectives  for  the  Department  of 
Defense.  An  effort  was  made  to  put  together 
this  kind  of  a  document,  building  to  a  very 
large  degree  on  the  NSSMs  that  were  being  done 
at  that  time.  There  was  NSSM-3,  which  Ivan 
mentioned  and  there  was  one  called  NSSM-84, 
which  was  a  more  in-depth  look  at  NATO,  and 
there  was  a  whole  series  of  other  specific, 
analytic  efforts  to  define  our  national  ob¬ 
jectives  in  a  particular  region  and  define 
what  kinds  of  military  objectives  we  had,  what 
kinds  of  strategies  ought  to  be  pursued,  and 
roughly  what  kinds  of  forces  were  required. 
So,  the  idea  was  to  put  together  defense 

planning  guidance,  building  on  this  NSC  pro¬ 
cess,  which  was  then  a  very  Important  and 
time-consuming  process  for  everyone  in  the 

national  security  business. 

A  second  goal  was  to  try  to  build  on  the 
JCS  process.  The  JCS  were  asked  to  put  to¬ 
gether  draft  guidance.  We  made  a  major  effort 
to  use  that  as  the  first  cut  at  the  strategy 
guidance.  We  scarted  with  that;  obviously,  we 
made  many  changes  because  often  it  was  simply 
either  inconsistent  with  what  the  White  House 
was  saying  or  more  demanding  than  the  re¬ 
sources  would  bear.  But  we  did  try  tc  start 
with  the  JCS  documents.  We  didn't  use  the 

JSOP.  Another  document  (I've  forgotten  the 

title)  that  was  somewhat  resource-constrained 
was  our  starting  point. 

The  second  thing  was  the  financial  guid¬ 
ance.  As  Ivan  mentioned,  the  financial  guid¬ 
ance  was  fairly  broad.  It  allocated  dollars  by 
mission,  although  the  services  were  permitted 
to  make  shifts  between  missions  under  some 
circumstances.  There  was  always  a  lot  of  flak, 
a  lot  of  tension  between  OSD  and  the  services 
over  how  much  specificity  would  be  In  the 
financial  guidance.  Usually  the  Intelligence 
dollars  were  "fenced."  The  strategic  dollars 
were  often  fenced,  or  at  least  a  minimum  was 
put  in  there.  At  that  point,  the  Southeast 
Asia  assumptions  were  a  very  key  part  of  it 
because  our  operations  there  were  still  con¬ 
suming  a  very  large  part  of  the  budget  .  And 
for  the  out-year  planning,  we  had  to  have 
fairly  specific  assumptions  to  ensure  that 
there  were  adequate  resources  for  the  war 
"wind -down." 


But  the  goal,  of  course,  was  to  give  the 
services  the  initiative,  the  opportunity  to 
put  together  their  forces.  One  of  the  hopes, 
at  least  at  that  point  in  time,  was  that  by 
giving  the  services  dollars  to  play  with, 
rather  than  specifying  forces,  at  least  the 
services  would  end  up  buying  more  forces  and 
maybe  less  expensive  forces.  Under  the  system 
in  the  '60s,  they  were  told,  "You  can  have  55 
submarines  and  105  destroyers..."  So,  there 
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was  a  tendency,  of  course,  to  make  each  one  of 
these  units  as  complex,  as  capable,  and  as 
effective  as  possible.  We  hoped  that,  re¬ 
ceiving  dollars,  they  would,  at  least,  think 
of  more  imaginative  force  mixes,  and,  perhaps, 
would  buy  more  forces  or  more  weapons,  al¬ 
though  somewhat  less  costly  ones.  That ,  at 
least,  was  part  of  the  philosophy.  I  suspect 
that  it  has  not  worked  out  quite  as  we 

expected. 

The  third  change,  of  course,  was  the 
service  POMs,  the  Program  Objective  Memoranda, 
which  the  services  were  asked  to  put  together 
as  their  idea  of  what  a  balanced  program  would 
be  within  their  financial  guidance  and  the 
strategy  guidance  the  Secretary  levied.  There 

was  also  something  called  a  Joint  Forces 

Memorandum,  JFM,  which  the  Joint  Staff  put 
together.  The  idea  was  to  conduct  an  indepen¬ 
dent  cross-service,  cross-cutting  look  by  the 
JCS,  which  would  balance  the  programs  across 
services  and,  we  hoped,  provide  some  more 
objective  military  advice. 

Another  change  was  to  go  away  from  the 
rather  detailed,  complicated  program  control 
process.  In  the  '60s,  they  had  things  called 

Program  Change  Proposals.  Every  time  you 
wanted  to  make  a  change  of  any  kind  in  the 
out-year  programs,  you  had  to  send  in  a  piece 
of  paper  to  the  Office  of  the  Secretary  of  De¬ 
fense.  It  was  reviewed  and  a  decision  made  by 
the  Secretary.  There  were  literally  hundreds 
of  these  things  that  went  through  every  year, 
moat  of  them  being  rather  minor.  The  feeling 
was  that  that  was  a  silly  process  and  that 
periodic  updates  of  the  Five-Year  Defense 
Program  would  be  better.  They  went  to,  as  I 
recall,  three  updates  a  year:  one  when  you 
submitted  your  POM,  one  when  you  submitted 
your  budget,  and  one  when  the  budget  was  fi¬ 
nally  agreed  on.  Much  of  this  very  complicated 
bureaucracy  was  done  away  with. 

The  final  aspect  of  the  changes  was  what 
was  called  a  "selected  analysis  program":  a 
series  of  agreed-upon  analyses  between  the 
Office  of  the  Secretary  of  Defense  and  the 
services,  designed  to  focus  on  particular 
Issues  that  were  seen  as  crucial  to  making 
major  program  or  weapon  systems  decisions  in 
the  next  POM  cycle.  So,  every  year,  after  the 
program  review,  the  services  and  the  Systems 
Analysis  office,  primarily,  would  get  together 
and  agree  on  the  two  or  three  or  four  Issues 
that  we  ought  to  look  at  very  carefully  in  a 
joint  analytic  effort,  so  that,  come  the  pro¬ 
gram  review  next  summer,  we  would  be  in  a 
better  position  to  make  sound  decisions.  This 
process  was  approved  by  the  Secretary  and 
levied  on  the  services. 


Now,  how  did  all  of  this  work?  Let  me 
just  give  you  a  few  thoughts,  and  I  will  turn 
it  over  to  Len  and  Russ,  because  1  left  very 
shortly  after  all  of  this  was  done.  I  escaped 
to  the  White  House,  and,  therefore,  what 
really  happened  was  beyond  my  watch. 

First  of  all,  I  think  we  had  a  much 
simpler  process  than  we  had  in  the  past.  For 
one  reason — at  that  point  in  time,  at  least  — 
Systems  Analysis  ran  the  process.  The  other 
parts  of  OSD — the  advocate  offices — really 
weren't  that  deeply  involved  in  the  process. 
I&L,  at  that  point  in  time,  was  a  fairly  weak 
organization.  They  really  didn't  have  much  say 
in  things.  DDR&E  worried  about  RSD  things. 
Primarily  they  focused  on  the  budget.  Comp¬ 
troller's  organization  worried  about  the  bud¬ 
get.  And  ISA  focused  primarily  on  strategy 
guidance.  Once  that  was  beyond  them,  they 
really  opted  out  of  the  process.  And  you 
didn't  have  nearly  as  many  independent  ad¬ 
vocates  for  particular  programs  as  you  have, 
at  least  In  my  view,  in  the  Office  of  the 
Secretary  of  Defense  today.  And,  therefore, 
there  was  a  more  coherent  Secretarial  view 
taken  of  the  process. 

We  also  had  far  fewer  players.  We  didn’t 
have  the  kind  of  massive  DRB  meeting  you  have 
today.  It  was  really  a  one-on-one  between  the 
key  people  In  the  Office  of  the  Secretary  of 
Defense  and  the  Secretary,  The  Secretary  would 
then  meet  with  the  service  Secretary  and  the 

Chief.  We  didn't  have  this  large  process  you 

have  today.  And,  1  guess,  I  have  never  really 
been  convinced  that  more  players  lead  to 
better  decisions.  But  that  apparently  is  not 
the  view  today. 

A  second  result,  I  guess,  is  that  the 
service  programs  really  didn't  change  very 
much.  We  expected  things  to  change.  They 

really  didn't.  The  same  kinds  of  problems  — 
underfunding,  readiness,  sustainability — went 
on.  The  emphasis  on  procurement  and  structure 
continued  (not  surprisingly).  There  was  little 
real  movement  toward  buying  more,  cheaper 
forces,  as  some  of  us  thought  might  happen. 
One  exception  might  be  the  Bud  Zumwalt  period. 
Bud  was  then  Chief  of  Naval  Operations,  and 
there  was  a  period  when  he  attempted  to  buy 

what  were  then  called  PFs  and,  I  guess,  FFG-7s 
Later  on — sea  control  ships.  There  was  an 
effort  of  2  or  3  years  there  to  buy  more,  less 
costly  naval  ships.  I  think  that  was  the  one 
exception,  and  that  exception  didn't  survive 
long  beyond  Bud  Zumwalt 's  period  in  office. 

The  third  result  was  not  much  of  a  suc¬ 
cess  in  terms  of  getting  the  JCS  into  the 
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process.  I  guess  we  should  not  have  been  sur¬ 
prised  by  that.  But  they  simply  are  not 
structured,  as  I  think  you  all  recognize,  to 
take  on  these  cross-service  kinds  of  issues. 

During  the  initial  period,  there  were  a 
few  hopeful  signs.  There  was  an  Army  general 
who  was  J-5  at  that  time,  John  Elder,  a  very, 
very  able  fellow,  who  really  did  his  best  to 
make  the  process  work,  tn  fact,  the  first  JFM 
came  in  and  suggested  some  relatively  impor¬ 
tant  force  structure  changes.  They  suggested 
taking  out  one  of  the  carrier  task  forces 
(which  you  now  call  carrier  battle  groups). 
They  suggested  going  from  13  to  12,  as  1  re¬ 
call.  There  was  obviously  a  rather  strong  Navy 
footnote. 

In  fact,  the  best  thing  about  those  ini¬ 
tial  one  or  two  JFMs  were  footnotes.  There 
were  a  lot  of  footnotes  in  there.  They  were  a 
bit  like  the  old  days  and  the  National  Intel¬ 
ligence  Estimates.  You  really  learned  what  was 
going  on  by  reading  the  footnotes.  There  were 
some  interesting  and  helpful  footnotes  in 
those  initial  JFMs  until  people  began  to 
figure  out  that  people  in  OSD  were  reading  and 
doing  something  about  them.  Those  footnotes 
suddenly  disappeared.  But  the  JCS  role,  with  a 
couple  of  very  minor  exceptions,  just  didn't 
develop  and  for  reasons  that  1  think  you  all 
recognize  and  ones  that  Dave  Jones  has  very 
ably  presented. 

The  final  result,  I  guess,  was  a  fairly 
substantial  improvement  in  the  atmosphere 
between  the  Systems  Analysis  office  and  the 
service  staffs.  There  was  still  a  lot  of  ten¬ 
sion  and  a  fair  amount  of  hostility.  But  I 
think  the  relationships  were  certainly  less 
acrimonious  than  they  had  been  in  the  '60s.  We 
were  winding  down  out  of  Vietnam — a  very  emo¬ 
tional  issue  for  a  lot  of  people.  The  budgets 
were  being  cut  back  steadily  and  very  sub¬ 
stantially.  And,  vet,  we  got  through  that 

period  without  any  major  problems,  any  major 
outbreaks  of  opposition  of  the  military  going 
to  the  Hill  or  the  public.  And,  I  think,  to 

some  large  degree,  Mel  Laird's  political 
skills,  the  whole  Idea  of  participatory  man¬ 

agement,  and  the  fact  that  the.  initiative  was 
given  to  the  services  played  a  not  insig¬ 
nificant  role  in  that  process. 

Let  me  cLose  at  that  point  and  turn  it 

over  to  Len. 


Hr.  Leonard  Sullivan,  Jr I  took  time  out 
today  and,  instead  of  listening  to  the  other 
speakers  and  learning  something,  1  stayed  in 
my  office  and  typed  out  some  notes  for 


tonight.  1  am  forced  to  repeat  and  to  folia 
my  notes  because  I  think  it's  Interesting, 
wanted  to  start  with  oy  view  of  how  I  saw  tta 
situation  when  I  first  moved  into  that  lob 
And  it  is  a  dead  ringer  for  what  Phil  saw  an 
sensed  when  he  left  it.  So,  I'll  repeat  1 
Just  because  1  think  it's  interesting  that  tw 
different  people  have  exactly  the  same  view  o 
what  was  happening  at  the  time. 

The  Vietnam  "tail-off  was  still  under* 
way.  The  early  '70s  were  a  period  in  tM 
United  States  when  there  was  probably  mors 
disaffection  between  the  American  people  and 
their  federal  government  than  we  would  evec 
hope  to  see  again.  The  military  Itself  waa 
haunted  by  a  nagging  feeling  of  humiliation 
what  was  going  on  In  Vietnam  and  how  their 
hands  had  been  tied.  They  had  a  continued 
distrust  of  civilian  leadership.  Not  only  had 
they  been  whipped  by  McNamara,  but  they  had 
been  whipped  by  civilian  leadership  during  thd 
Vietnam  war.  And,  as  far  as  I'm  concerned, 
Laird's  innovation  of  participatory  management 
was  the  only  thing  that  saved  a  good  deal  of 
OSD,  and  for  certain  It's  the  only  thing  that 
saved  Systems  Analysis.  I  think  It  would  have- 
gone  under  during  those  years. 

Budgets  and  force  levels  were  coming 
down,  Congress  had  forced  our  hand,  forced  us 
out  of  Vietnam;  then  they  forced  us  out  of 
Vtetnamizatlon.  Congress  was  busy  limiting 
Nixon's  powers  and  got  into  the  Impoundment 
Act  issues.  It  also  was  setting  up  the  budget 
committees  and  hoping  that  it  could  improve 
Its  own  appropriation  process.  My  recollection 
from  DDR&E  was  that  the  PPBS  system  at  that 
time  had  reluctant  support  from  the  services. 
It  was  an  improvement  over  what  had  gone 
before . 

One  of  the  things  you  will  find  from 
serving  on  the  OSD  staff  is  that  the  military 
rotates.  It's  very  hard  to  destroy  a  "bad 
taste"  from  prior  years  because  people  who 
have  been  away  for  3  or  4  years  come  hack  and 
they  assume  that  the  situation  has  not 
changed.  So,  you  find  that  you  keep  trying  to 
tell  people  that  the  situation  has  changed.  I 
was  still  doing  that  in  '75  and  '76.  This  was 
not  the  McNamara  years,  but  the  military,  in 
large  measure,  didn't  believe  that. 

I  think  Phil  was  right,  and  I  was  inter¬ 
ested  that  he  mentioned  this  point.  There  was 
no  participation,  really.  In  the  rest  of  OSD. 
ISA  was  certainly  not  playing,  l&L  was  not 
playing,  and  DDR&E  thought  the  Systems  Analy¬ 
sis  staff  was  a  bunch  of  traitors.  You  know. 
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they  paid  no  attention  whatsoever  to  the  pro¬ 
cess.  I  automatically  became  a  traitor  by 
joining  that  operation. 

The  SALT  negotiations  really  did  pre¬ 
occupy  the  time  of  Gardner  Tucker.  And  there 
were  a  great  many  people  who  thought  that 
Systems  Analysis  really  wasn't  doing  anything 
other  than  the  SALT  negotiations  at  that  time. 
To  the  best  of  ray  recollection.  Systems 
Analysis  was  essentially  operating  under¬ 
ground.  And  I  was  in  no  way  any  part  of  the 
Airlie  House  business  in  '69.  But  it  was 
clear,  as  the  services  used  to  tell  me,  that 
they  were  now  working  in  the  closet  with  the 
light  off.  And  that  was  about  the  opinion  that 
I  remember  of  the  Systems  Analysis  era  that 
preceded  me. 

At  the  same  time,  I  think,  there  was 
something  very  interesting  going  on.  Dave 
Packard's  initiative  in  the  DSARC  process  had 
created  a  whole  new  arena  in  which  a  lot  of 
these  things  were  debated.  And  instead  of 
debating  these  things  through  the  PPBS  cycle, 
it  was  an  additional  opportunity  to  show  the 
virtues  of  the  analysis  in  the  DSARC  process, 
for  good  or  for  bad. 

So,  it  was  a  pretty  depressing  time.  I 

had  been  In  the  Pentagon  for  9  years.  I  was 

Principal  Deputy  in  DDR&E  at  the  time.  I  had 

just  come  back  from  spending  6  years  trying  to 
win  the  war  in  Vietnam  with  technology.  And, 
interestingly  enough,  I  had  followed  the 
military  home  to  see  them  in  what  I  learned 
was  really  their  natural  habitat,  rather  than 
playing  the  PPBS  games.  I  had  learned  a 

healthy  skepticism  for  analysis. 

My  first  exposure  to  analysis  was  to  it 
as  a  sales  tool,  when  I  worked  in  industry. 
Analysis  seemed  rather  irrelevant  to  what  had 
happened  in  Vietnam,  and  so  did  technology, 

for  that  matter.  I  also  had  a  rather  declining 
respect  for  what  the  amateurs  who  drifted 
through  OSD  could  do  to  improve  on  what  the 
military  were  doing.  This  was  mentioned  yes¬ 
terday  and  again  a  little  today  as  a  differ¬ 
ence  between  a  2-vear  commitment  intellec¬ 
tually  and  a  lifelong  commitment.  I  had  seen 
enough  bodies  and  things  like  that  in  Vietnam 
to  he  impressed  by  the  fact  that  it  was  indeed 
a  commitment. 

I  had  also  spent  a  year  probing  the 
emerging  problems  of  growth  In  weapon  systems 
coats,  a  thing  we  had  called  the  Little  Four, 
which  was  essentially  an  Investigation  of  the 
DSARC  process  as  It  had  emerged  by  late  1972. 
Out  of  all  that,  I  had  concluded  very  strongly 
that  DoD  was  suffering  from  a  lack  of  long- 
range  planning.  It  had  been  an  old  favorite  of 
mine  before  I  Joined  the  government,  and,  sure 


enough,  it  surfaced  again.  I  had  already 
started  the  process  in  DDR&E  to  try  and  do 
mission-area  analysis.  That  was  in  1972.  It 
was  a  fledgling  start,  but  we  were  in  fact 
trying  to  relate  needs  and  programs  to  various 
missions . 

I  reluctantly  accepted  Richardson's  offer 
to  go  down  and  do  the  Systems  Analysis  job, 
not  as  an  Assistant  Secretary.  And  I  insisted 
on  two  things.  One  was  that  I  not  have  any¬ 
thing  to  do  with  the  SALT  negotiations  because 
I  didn't  want  to  disappear  down  that  hole.  And 
I  insisted  on  a  change  in  name.  And  so,  PA&E 
emerged,  not  because  I  wanted  PA&E  but  because 
it  was  the  only  thing  we  could  get  the  JCS  to 
approve  of.  Interestingly  enough,  I  wanted  to 
call  it  Program  Planning  amd  Evaluation.  The 
JCS  went  back  to  the  Secretary  and  said  only 
the  military  does  planning.  So,  with  that 
limitation,  it  became  Program  Analysis  and 
Evaluation,  and  1  took  that  as  a  failure  be¬ 
cause  I  really  wanted  to  get  the  name 
"analysis"  out  of  the  title. 

I  spent  a  couple  of  months  going  around 
and  talking  to  the  people  with  whom  I  was 
going  to  have  to  work,  to  see  where  In  fact  I 
could  find  some  common  place  to  work  with 
them.  That  was  a  very  discouraging  enterprise, 
incidentally.  I  decided  that  if  1  could  switch 
the  emphasis  away  from  analysis  and  toward 
planning,  then  there  would  be  some  offer  to  me 
to  find  a  common  ground. 

I  spent  another  hour  today  trying  to 
figure  out  what  I  was  pleased  that  I  had  done, 
and  now  you'll  find  that  you're  listening  not 
Lo  an  analyst  but  to  a  planner.  And  I  think 
it's  Important  because  this  conference  has  to 
do  with  not  the  future  of  analysis  but  the 
future  of  the  planning  and  programming  system. 

I  feel  I  did  as  mjch  as — or  more  than — 
any  of  my  predecessors  to  establish  an  open 
dialogue  with  the  services.  I  did  that  by  the 
establishment  of  the  thing  I  called  Mil  5. 
That  was  a  weekly  meeting  with  the  programmers 
of  the  services.  The  meetings  were  sort  of 

one-way  downward  when  we  were  busy;  the  meet¬ 
ings  flowed  the  other  way  from  the  services 

back  up  when  we  weren't  busy.  Through  the 
discipline  of  the  meetings — virtually  every 
week  for  the  3  years  1  was  there — we  got  to 
know  one  another.  And  we  developed  some 
cooperation . 

At  the  same  time,  I  established  a  group 

with  the  rest  of  OSD,  and  that  was  called  the 
"OSD  Seven."  That  was  myself  and  the  other  six 
offices  in  OSD  that  were  supposed  to  have 

something  to  do  with  the  PPBS  process.  So,  I 
spent  a  lot  of  time  trying  to  get  the  other 
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offices  In  OSD  to  share  the  burden.  If  you 
will.  I  saw  no  reason  why  we  should  take  all 
the  heat  when  half  the  problems  were  In  I&L  or 
ISA  or  wherever . 

We  had  an  open  dialogue  on  defense  Issues 
with  the  services,  only  because  of  the  nature 
of  the  man  for  whom  I  worked.  Although  I  said 
yes  to  Richardson,  I  woke  up  the  next  morning 
In  bed  with  Schleslnger.  And,  actually,  we 
found  we  had  some  things  in  common;  so,  it 
worked  out  all  right.  The  thing  I  liked  most 

about  Schleslnger  was  that  he  enjoyed  the 
process  of  formulating  his  opinions  in  full 
view  of  as  many  people  as  would  fit  In  the 
Secretary's  dining  room.  And,  on  a  monthly 
basis,  we  would  raise  Issues  on  which  no  de¬ 
cision  was  needed  at  that  time.  The  repre¬ 
sentatives  from  OSD  and  from  the  affected 
services  would  he  at  the  table  in  the  rear 

rows. 

And  here  Is  one  place  I  would  disagree 
with  you,  Phil,  on  the  business  of  whether 
more  people  make  better  decisions.  I  think 
more  people  would  make  worse  decisions,  but 
more  people  would  understand  why  they  were 
made.  And  those  who  think  that  decision  making 
is  a  problem  don't  understand  the  problem.  The 
problem  is  getting  somebody  to  Implement  the 
decision.  This  was  one  of  the  areas  where 

Schleslnger  was  at  his  best  because,  in  fact, 

the  participants  in  those  meetings  learned 
what  was  driving  him.  So,  when  the  same  issues 
reappeared  at  PPBS  time,  the  services  had  a 
much  better  idea  of  how  to  couch  them. 

I  also  had  felt  that  EPAs  were  important. 
I  was  sure  you  couldn't  determine  the  afford¬ 
ability  of  a  program  by  looking  only  5  years 
ahead,  when  you  had  programs  that  were 
10  years  in  development  and  20  years  in  pro¬ 
duction.  I  established  a  policy  of  filling 
the  FYDP  ami  making  it  a  planning  device 
rather  than  making  it  an  accountant's  record 
of  decisions  already  made  by  the  Secretary. 
And  that  seemed  to  he  a  rather  basic  change. 
We  were  always  confronted  with  a  FYDP  that 
showed  we  were  going  out  of  business  because, 
clearly,  there  was  a  limit  to  what  the  Sec¬ 
retary  had  decided  on  for  future  years.  I  saw 
no  point  in  this  accountant's  record  as  a 
planning  device.  The  question  was:  If  you 
filled  the  thing  as  full  as  we  thought  we 
could  get  it,  could  you  afford  things?  And, 
frankly,  it  frightens  me  when  1  hear  someone 
say  that  he  hasn't  got  any  room  in  his  FYDP 
for  the  next  5  years,  if  that's  Che  case,  he's 
a  lousy  planner.  He  is  a  lousy  planner  because 
be  should  have  "wedges"  and  alternative  plans 
In  there. 

Schleslnger 's  major  objective  that  he  and 
I  agreed  on  was  that  we  had  to  somehow  stop 


the  slide  in  defense  budgets.  Part  of  that  t«4 
to  come  up  with  a  rationale  which  would  allot 
some  change  in  this  trend.  In  fact,  we  sues 
ceeded  in  doing  that.  I  guess  one  of  ■] 
proudest  accomplishments  was  that  1  know  that 
I  succeeded  in  convincing  the  budget  commit' 
tees,  the  new  budget  committees  of  the  U.S» 
Congress,  that  Defense  had  to  have  an  increase 
in  spending  every  year  in  the  out  years.  Now, 
to  my  dying  day,  I  will  regret  the  fact  that  1 
picked  2  percent  because  it  needed  to  be  nor* 
than  that.  But  we  sold  the  Idea  that  the  de¬ 
fense  budgets  had  to  Increase,  not  decrease. 

On  the  basis  of  that,  we  established 
relatively  fixed  force  levels.  This  was 
Schlesinger’s  initiative,  not  mine.  He  said, 
"Look,  we  can  get  these  guys'  cooperation  onlj 
if  we  give  them  force  levels  that  are  higher 
than  they  have  now  and  encourage  them  to  con¬ 
vert  their  assets  from  fat  to  muscle."  Thl 
lncentivlzatlon  during  this  phase  was  not  tl 
steal  from  the  services  the  things  they  found 
they  could  save  on,  but  allow  them  to  reappl) 
them  within  their  programs. 

It  was  an  interesting  thing.  I  guess  wt 
went  for  3  straight  years  without  challenging 
the  773,000  men  in  the  U.S.  Army.  1  think  tha^ 
was  the  first  time  PA&E  ever  stayed  away  froh 
that  particular  subject  for  so  long.  Mean^ 
while,  General  Abrams  was  busy  trying  td 
change  the  "tail-to-tooth  ratio”  and  all 
that  business.  It  seemed  to  work  reasonably 
well.  We  rewrote  the  Defense  Guidance  againj 
It  was  an  interesting  thing  trying  to  recog-l 
nlze  that  that  was  OSD's  "request  for  prod 
posals"  to  the  services  and  that  their  POMd 
were  the  bids  that  they  would  submit  in  re^ 
sponse.  The  groundwork  had  all  been  laid  ofl| 
that  by  Phil  Odeen,  and  I  would  say  that  tig 
did  nothing  to  improve  the  basic  structure  of 
the  PPBS  process  at  all.  1 

We  did  do  some  interesting  things  in  a^ 
effort  to  get  the  services  off  the  cry  tha^ 
"We're  working  too  hard  because  you  slobd 
request  us  to  do  all  these  things."  We  apd 
proved  the  idea  of  marginal  POMs.  If,  in  facti 
the  services  only  wanted  to  come  back  in  tlM 
fall  one  year  and  tell  us  the  incremental 
changes  to  the  POMs  that  were  required  bj 
something  that  had  happened  in  the  last  year, 
they  were  free  to  do  that.  But  you  know  thej 
didn't  want  to.  And  only  one  of  the  three  evel 
accept"'  our  offer.  It  was,  in  fact,  the  Army. 
The  u,.,  two  said,  "No,  we  want  the  disci* 

pline."  What  was  unsaid  was  that  they  wantd 
to  blame  it  on  us,  which  was  not  the  fact. 

Systems  Analysis  also  had  to  provide  thl 
point  of  tangency,  if  you  will,  between  thl 
PPBS  process  and  the  DSARC  process ,  and  then 
were  more  people  who  were  enthusiastic  aboui 


the  DSARC  process  that  was  creating  new  demand 
than  they  were  about  the  PPBS  process  that 
tended  to  constrain  that  demand.  I  felt  that 
it  was  PA&E's  role  to  try  and  form  the  bridge 
between  them. 

In  any  event,  we  did  succeed  in  achieving 
a  relatively  stable  top  line  for  all  of 
3  years,  and  that  top  line  was  an  Increasing 
top  line.  And  in  fact,  I  guess  Schlesinger  and 
myself  can  look  back  in  history  and,  if  you 

look  at  TOA  and  cost  and  dollars,  we  did  pull 

out  and  we  did  start  up.  And  it  was  a  shat¬ 

tering  blow  to  have  Carter  come  along  and  say, 
"We're  not  going  to  do  that." 

We  had  a  public  top  line  and  a  Congres¬ 
sional  top  line  that  was  higher  than  the  one 

that  we  shared  with  the  services.  This  meant 
that  PA&E  and  OSD  were  maintaining  a  manage¬ 
ment  reserve  against  which  the  services  could 
bid  and  which  would  cover  the  services  when 
they  overran.  So,  in  fact,  we  were  completely 
happy  with  the  fact  that  we  had  told  the  Con¬ 
gress  we  needed  2  1/2  percent  growth  in  the 

out  years.  We  shared  with  the  services  only  a 
1  percent  growth  in  the  out  years  and,  as  each 
out  year  came  in,  that  money  was  obviously 
filled.  1  think  that's  a  planning  device  that 
is  of  some  significance.  One  of  my  big  prob¬ 
lems  was  to  try  and  retrain  my  Charlie 
Groovers,  my  John  Tllsens,  and  the  people  who 
have  been  in  PA&E  and  who  are  much  smarter  and 
better  analysts  than  I  was.  I  was  trying  to 
get  their  irritant  value  down  with  the  ser¬ 
vices  to  save  my  own  skin.  For  3  years,  I 
thought  I  was  going  to  be  killed  in  the 
parking  lot. 

One  of  the  things  that  I  did  was  put  a 
bottom  threshold  on  the  issues  that  could  be 
raised  by  my  own  staff.  And  what  we  did  was 
try  and  work  that  threshold  up  so  that  unless 
It  was  —  I  can't  remember  where  it  ended  up — a 
$2  billion  issue  over  5  years,  it  was  hands- 
off  as  far  as  my  people  were  concerned.  And  I 
tried  to  exercise  a  second  discipline:  You 
couldn't  try  the  services  twice  for  the  same 
crime.  So  that  once  we  lost  on  an  Issue,  I  was 
damned  If  1  was  going  to  blunt  my  sword 
bringing  It  ud  again.  It  just  seemed  foolish 
to  keep  going  back  in  and  banging  my  head 
against  the  same  issues.  Now,  my  guvs  didn't 
really  object  to  that  too  much. 

I  also  tried  to  constrain  our  PA&E  role 
in  the  DSARC  to  two  things  I  thought  were 
related  to  PA&F.  matters.  One  was  the  afford¬ 
ability  of  things,  1  hope  nohody  has  to  take  a 
lie  detector  test  tonight  because  1  mentioned 
those  words.  But  affordability  is  the  whole 
essence  of  the  long-range  planning  Issue.  It's 
probably  the  only  reason  you  do  It.  So,  af¬ 
fordability,  I  thought,  was  In  our  corner. 


Here's  where  1  got  Into  trouble.  I  felt  the 
certification  of  the  basic  need  for  a  new 
program  was  also  within  PA&E's  bailiwick.  And 
so,  I  got  very  Interested  In  this  process  of 
DSARC  zero,  which,  I  guess,  will  still  make 
some  of  you  wince. 

And  I  also  got  trapped  because  some  Con¬ 
gressional  staffers  found  out  about  DSARC  zero 
and  converted  it  into  something  called  OMB 
Circular  A76.  So,  1  guess  If  I  ever  learned  my 
lesson  about  taking  something  that  was  prob¬ 
ably  a  sensible  thing  to  do  in  principle  and 
then  ruining  it  by  turning  it  into  a  federal 
regulation,  I  think  that  was  just  an  out¬ 
standing  example.  That's  what  happens  when  you 
try  to  manage  by  regulation  rather  than  good 
sense , 

I  was  very  interested  in  "aging"  the  PA&E 
people.  1  was  willing  to  trade  all  sorts  of 
brilliance  and  brightness  and  photons  and  all 
that  kind  of  thing  for  a  little  judgment  and 
wisdom.  That  was  a  very  hard  thing  to  do  over¬ 
night,  and  it  wasn't  clear  that  1  had  any 
success.  Anyway,  I  tried  to  deemphasize  the 
acquisition  preoccupation,  even  though  it's 
been  said  by  Ivan  that  he  tried  to  do  that, 
starting  in  '69.  I  would  say  that,  even  in  my 
years  at  PA&E,  the  primary  emphasis  was  still 
on  changing  the  handle  on  the  control  stick 
and  whether  you  should  buy  VTOLs  or  non-VTOLs. 
There  was  much  less  attention  paid  to  manpower 
and  ONM  business.  As  a  matter  of  fact,  when  1 
finally  got  the  manpower  and  ONM  shops  up 
above  threshold  and  doing  a  good  job,  some 
analyst  came  along  and  reorganized  them  out  of 
PANE  and  put  them  in  the  other  departments. 
That  killed  them. 

You  know,  it  sounds  like  I've  had  nothing 
but  successes.  I  had  a  lot  of  major  failures, 
as  a  matter  of  fact. 

My  first  failure  was — and  1  mentioned 
that  earlier — settling  for  a  2  percent  annual 
Increase.  It  was  probably  all  the  traffic 
would  bear  at  the  time,  hut  It  set  a  target 
that  was  too  low,  and  people  have  been  trying 
to  raise  it  ever  since. 

Second,  even  though  I  like  to  believe  it 
is  what  cost  me  my  lob,  I  was  unsuccessful  In 
coopting  the  budget  committees  into  really 
paying  more  attention  in  the  out  years  than 
the  near  years.  If  as  plannners  you  ever  have 
visions  of  becoming  Secretary  of  Defense,  let 
me  tell  you  one  thing  not  to  do:  Don't  put 
three  different  parts  of  OSD  in  charge  of 
relations  with  different  parts  of  the  Con¬ 
gress.  We  had  the  Comptroller  working  the 
appropriations  committees.  Legislative  Affairs 
working  the  authorization  committees,  and  PA&E 
working  the  budget  committees.  And  that  was  a 
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formula  for  my  demise  and  I'm  sure  a  lot  of 
other  unnecessary  problems.  But  the  fact  of 
the  matter  is  that  I  was  very  proud  that  I  was 
let  out  of  the  closet,  and  was  allowed  to 
testify,  and  was  allowed  to  try  and  put  long- 
range  planning  into  perspective. 

We  didn't  recognize  the  danger  of  trying 
to  force  all  of  the  services  to  program  their 
forces  to  the  same  scenario  hierarchy.  And  we 
made  a  disastrous  mistake  there.  When  1  men¬ 
tion  this,  I  still  find  people  looking  at  me 
with  blank  faces.  NATO  may  be  the  first  re¬ 
sponsibility  for  the  Army  Reserve;  it  is  not 
necessarily  the  first  responsibility  for  our 
active  forces.  It  surely  isn't  the  major  re¬ 
sponsibility  for  the  Navy.  We  know  it  isn't 
Che  major  responsibility  for  the  Marine  Corps, 
it  certainly  isn't  the  responsibility  for  our 
strategic  airlift.  And,  somehow,  I  went 
through  all  my  years  in  that  building  without 
understanding  that  each  force  component  had  to 
be  driven  to  a  separate  option  and  that  that 
would  be  all  right  because  they  would  still  be 
able  to  work  together  when  they  met  on  the 
battlefield.  It  is  still  not  done  today.  Have 
(Chu),  I  would  encourage  you  to  move  in  that 
direction.  You  simply  have  to  be  able  to  tell 
each  of  the  force  components  that  it  has  a 
different  first  priority. 

I  was  totally  unsuccessful  in  getting  a 
grip  on  or  institutionalizing  these  historical 
growth  trends  that  nave  taken  place  in  all  the 
appropriations.  Any  of  you  who  are  planners 
and  still  believe  that  O&M  is  constant  in 
constant  dollars  out  into  the  future  or  that 
the  next  generation  of  aircraft  isn’t  more 
expensive  than  the  current  in  constant  dol¬ 
lars,  are  doing  your  services  a  terrible 
disservice . 

I  was  unsuccessful  in  getting  a  grip  on 
the  Studies  and  Analysis  budget,  which  1  was 
very  anxious  to  do.  That  proved  to  the  ser¬ 
vices  that  I  was  still  the  same  old  Systems 
Analysis.  What  I  was  terribly  worried  about, 
and  as  the  previous  speakers  have  said,  the 
system  analysis  communities  in  the  services 
had  grown  up  to  fight  those  in  OSD,  and  we 
learned  how  to  fight  with  one  another.  The 
fact  was  the  system  was  still  chugging  along, 
not  paying  any  attention  to  analysis  that  just 
sent  them  in  to  work  on  Just  fighting  with  one 
another.  It  was  the  most  extraordinary  mass  of 
wasted  talent  that  I  can  think  of.  And,  al¬ 
though  I  make  my  living  at  it,  I  would  say 
that  now  extends  out  into  the  contracts  that 
are  offered  to  "Beltway  Bandits"  and  the  like. 

Last,  I  never  could  gain  the  confidence 
of  the  rotating  military.  1  don't  think  any¬ 
body  ever  started  from  a  better  position  than 
I  did.  If  I'd  been  there  for  IS  years,  I  might 


have  been  able  to.  But  I  couldn't  fight  the 
flow  of  new  people  coming  from  the  service 
schools,  repeatedly  learning  songs  that  the 
enemy  is  System  Analysis.  I'd  like  to  offer 
you  a  little  advice — and  I'm  running  overtime, 
I  realize.  I  think  the  DRB  approach  is  a  very 
sound  one.  A  lot  of  people  snicker  about  that 
because  it's  still  a  bunch  of  people  who  don't 
know  very  much,  sitting  around  point  papers 
and  things  like  that,  making  poor  decisions. 
But  they're  learning  about  one  another.  And 
that  isn't  bad  because — let  me  tell  you — you 
can  go  through  years  in  that  building  with  the 
Secretaries  of  the  services  not  speaking  to 
one  another.  As  a  matter  of  fact,  before  the 
DRB,  they  didn't  have  anything  to  do.  They 
really  didn't.  You  know,  this  transition  team 
that  came  in  with  the  Republicans  had  recom¬ 
mended  doing  away  with  them.  I  worked  for  a 
different  transition  team,  which  is  why  I'm 
not  working  for  the  government.  My  recommenda¬ 
tion  was  to  give  them  something  to  do.  I  think 
it's  a  very  good  thing  they  took  the  latter 

approach. 

Now,  I  would  hope  that  you  never  forget 

that  you  can't  do  affordability  planning 
without  including  the  EPAs.  You've  got  to  go 

out  1 1  years.  And  one  of  the  dumbest  things 
you  guys  do  is  assign  the  EPAs  to  one  shop  and 
the  FYDR  planning  to  another  shop,  as  though 
they  were  different  things.  To  those  of  you 
who  look  at.  Lhe  EPAs,  you  find  they  don't 

macch  the  last  year  of  the  FYDP.  So,  we're  100 
percent  sure  that  they're  not  done  bv  the  same 
people.  Clearly,  they  shouldn't  be  done  in  the 
same  detail,  but  you  should  aggregate  sets  of 
things  and  then  stream  them  out  for  the  next 
10  years. 

If  those  EPA  projections  don't  include 
the  historical  growth  in  these  major  accounts, 
you're  in  for  one  hell  of  a  shock.  O&M  is 
growing  at  the  rate  of  about  2-1/2  percent  a 
year  per  man  in  uniform,  but  only  one  out  of 
the  three  services  has  projected  that  past  the 
next  5  years.  And  it  makes  a  difference  of 
about  50  percent  in  your  procurement  account 
by  the  time  you  get  out  another  10  years  or 
so.  It's  a  big  number. 

The  other  thing  is  that  planning  is 
worthless  If  you  have  only  one  plan.  I  don't 
know  why  it's  taken  so  long  for  this  to  occur 
to  me,  either.  We  heard  a  little  about  this 
yesterday.  But  if  you  services  don't  plan  for 
a  variety  of  top  lines  on  your  own  and  if  you 
don't  recognize  the  mechanisms  whereby  you  can 
move  from  one  to  the  other  without  stopping 
all  the  programs  before  they  mature  and 
starting  programs  that  don't  get  a  chance  to 
mature,  your  planning  probably  isn't 
worthwhi le . 
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So,  Wednesday,  when  the  Navy  asked  the 
Air  Force  If  they  were  planning  for  cuts  In 
the  budget,  It  was  interesting.  The  Air  Force 
essentially  said,  "Well,  I  wouldn't  tell  you 
if  I  were."  I  guess  the  problem  of  these 
things  is  going  public  prematurely.  It  also 
struck  me  that  the  Navy  was  planning  for  an 
alternative  future;  it  would  never  acknowledge 
that.  But  you  know  that  our  acquisition  plans, 
and  our  O&M  plans,  and  everything  else  have 
got  to  be  built  around  flexibility  in  the  out- 
year  program.  And  if  out-year  whiplash  really 
drives  you  to  the  hospital,  you're  not  plan¬ 

ning  properly.  You  simply  have  got  to  be  able 
to  shift  the  procurement  mix,  shift  the 

active/reserve  mix,  shift  the  deployment  mix, 
with  Democrats  versus  Republicans,  good  times 
versus  bad  times,  and  these  types  of  things. 

And  if  each  time  there  is  a  change  in  those 
out  years,  you  all  say  it's  OSD's  fault  or 
System  Analysis'  fault,  you're  not  being  good 
planners . 

1  think  there  has  to  be  a  better  way  to 
plan  for  major  cross-service  Issues.  T  guess, 

in  my  old  age,  1  have  reached  the  conclusion 
that  the  services  are  Incapable  of  taking  on 
multiservice  responsibilities  and  persisting 
in  them. 

1  think  the  solution  to  that  is  very 
simple.  We  have  to  have  an  out-year  plan  and 
ERA  for  OSD  iiw*the  Defense  agencies,  and  there 
has  to  be  Hi  essence  a  "fifth  service"  that 
does  the  things  that  the  four  services  have 
made  demonstrably  clear  they're  not  willing  to 
do.  The  business  of  trying  to  overcome  the  NIH 
factor  and  making  people  take  on  programs 
they're  not  basically  interested  in  is  just 
wrong.  It  defies  good  management  techniques, 
and  this  business  of  out-of -one ' s-hide  syn¬ 
drome  is  real  and  there  is  no  way  to  avoid  it, 
other  than  not  stuffing  the  things  into  one's 
hide  that  one  subsequently  wishes  to  remove 
again. 

But  I  would  argue  that  planning  is  more 
important  than  an.  ysis,  and  I  would  argue 
very  strongly  that  the  only  people  who  can  do 
that  planning  are  the  services.  They're  the 
only  ones  with  the  continuity  and  good  sense 
over  the  long  run  to  Ho  It.  And  if  they  don't 
do  It,  there  Is  just  no  point  in  blaming  any¬ 
body  else,  from  the  Secretary  to  the  PA&E,  the 
Congress  or  anybody  else.  Nobody  Is  keeping 
you  from  doing  good  planning  except  yourself. 

Mr.  Murray:  Well,  I  thought  we'd  take  up  the 
story  with  what  things  looked  like  at  the 
start  of  the  Carter  administration.  It  marked 
a  change  in  style.  I  guess  there's  been  a 
change  In  style  every  time  a  new  Secretary  of 
Defense  comes  In.  Most  times,  there  Is  a 


change  of  management  style.  When  Harold  Brown 
came  In,  there  was  Indeed  another  change  In 
style . 

What  we  found  when  we  got  there  was  that 
the  DPMs  had  long  since  disappeared.  There  was 
nothing,  really,  in  their  place.  There  were 
three  planning  documents,  three  guidance  docu¬ 
ments.  One  was  called  Defense  Outdance.  The 
Defense  Guidance  had  profound  statements  in  it 
along  the  lines  of  (and  I  am  not  kidding)  "the 
United  States  is  a  rich  and  powerful  country 
with  many  allies,"  and  "the  principal  threat 
Is  the  Soviet  Union."  There  was  also  some 
planning  and  programming  guidance,  which  was 
Issued  more  or  less  at  the  same  time.  It 
covered  a  vast  variety  of  things,  from  limits 
on  GS-15s  to  profound  Issues  of  strategic 
theory.  After  that  was  issued,  some  months 
later,  Fiscal  Guidance  was  issued. 

Now,  it  seemed  to  us  that  there  should  be 
some  correlation  among  all  these  forms  of 
guidance.  So,  we  decided  to  mesh  them  together 
and  call  them  Consolidated  Guidance.  What  we 
wanted  to  do  with  the  Consolidated  Guidance 
was  essentially  the  same  thing  that  had  been 
done  in  the  DPMs,  less  the  detailed  third  part 
of  the  DPMs  in  which  Mr.  McNamara  outlined 
what  the  FYDP  was  going  to  look  like.  Our 
thought  was  to  get  some  sort  of  a  statement  of 
what  the  defense  strategy  and  policy  was  going 
to  be  in  each  of  the  main  functional  areas.  We 
wanted  that  to  start  a  dialogue  with  the  ser¬ 
vices  and  find  out  if  there  was  agreement  or 
disagreement  and  try  to  hammer  out  something 
better.  We  needed  to  express  a  rationale.  We 
needed  to  show  some  analytical  underpinning 
for  the  defense  program. 

And,  more  than  that,  we  had  a  neat  idea, 
which  was  that  we  ought  to  get  the  President 
involved  in  this,  because  it  was  very  clear 
that  President  Carter  was  taking  the  deep-end, 
very  detailed  interest  in  the  defense  busi¬ 
ness.  Our  thought  was:  If  he's  going  to  get 
into  it,  we'd  better  get  him  into  it  early  in 
the  cycle  and  not  at  the  last  minute.  1  went 
thumbing  through  my  files  today,  looking  for 
things  to  jog  my  memory,  and  I  ran  across  a 
few.  And  this  was  an  Interesting  one,  1 
thought.  This  was  something  that  Harold  Brown 
sent  to  the  President  in  October  of  1977,  when 
the  administration  was  not  brand  new  hut  still 
had  not  settled  on  the  planning  and  program¬ 
ming  system. 

What  this  said  was,  "In  the  past  the 
Secretary  of  Defense  issued  three  separate 
guidance  documents  between  November  and  March 
to  advise  the  services  in  the  preparation  of 
their  annual  programs  and  budgpts.  Much  of 
that  guidance  was  too  general  to  be  of  real 
use.  The  linkage  between  policies  and  objec¬ 
tives,  on  the  one  hand,  and  program  and  costs, 
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on  che  other,  was  not  explicit.  There  was  no 
authoritative  statement  of,  or  analytical 
underpinning  for,  the  rationale  underlying  our 
defense  program.  And  both  the  Secretary  and 
the  President  were  forced  by  the  system  into 
the  roles  of  judges  rather  than  leaders.  For 
the  fiscal  '80-to-'84  cycle,  we  are  consider¬ 
ing  changes  to  correct  these  problems.  An 
attractive  possibility  is  to  combine  the 
traditional  three  guidance  documents  into  a 
single  consolidated  guidance.  Around  February, 
before  the  services  begin  to  develop  their 
programs,  this  document  will  be  ready  for  your 
approval"  ("you"  being  the  President).  "It 
would  give  you  not  only  a  comprehensive  view 
of  the  very  roots  of  the  defense  program  but 
also  the  opportunity  to  shape  it  early  enough 
in  the  cycle  for  the  department  to  accommodate 
efficiently  to  your  changes.  While  in  no  way 
precluding  actions  later  in  the  cycle,  this 
will  allow  you  to  concentrate  on  the  basic 
structure  before  we  become  absorbed  in  the 
details.  The  major  issue  still  to  be  resolved 
is  how  best  to  adapt  the  system  to  more  active 
leadership  from  the  top  without  stifling  ini¬ 
tiatives  and  incentives  for  efficient  manage¬ 
ment  at  the  lower  levels." 

Well,  that  was  a  great  idea,  and  it  flew 
like  a  concrete  cloud.  The  President  wasn't 
the  least  bit  Interested  In  committing  himself 
in  any  way  to  a  defense  budget  that  early  In 
the  year.  But  It  was  a  try. 

One  of  the  things  that  we  later  did  in 
the  guidance — how  well  It  worked  surprised 
me — was  the  switch  from  simple  Fiscal  Guidance 
to  Fiscal  Guidance  at  three  levels.  Now,  I've 
been  around  the  business  long  enough  to  re¬ 
member  the  Elsenhower  A,B,C,  and  later  D  bud¬ 
gets  and  all  the  opportunities  that  gave  for 
"gold-watching"  and  "gaming." 

However,  we  decided  that  we  would  try  it, 
and  the  Fiscal  Guidance  was  issued  in  three 
layers.  One  was  called  the  basic  level.  That, 
nomtnallv,  grew  at  the  3  percent  retl  growth. 
It  was  constrained,  of  course,  by  OMB's  infla¬ 
tion  allowances,  but  it  was  supposed  to  be  a 
3  percent  real  growth.  Vie  had  an  enhanced 
level  which  started  out,  as  I  recall,  3  per¬ 
cent  higher  than  that  and  actually  diverged 
from  the  basic  level  an  extra  percent  each 
year.  On  the  other  side  was  the  decremented 
budget,  which  was  5  percent  below,  and  a 
further  1  percent  below  that  each  year.  So,  we 
had  a  fairly  wide  range  of  Fiscal  Guidance  to 
look  at. 

We  had  a  couple  of  Ideas.  One  was  to 
accommodate  changes  In  the  budget  Itself  as  a 
whole;  another  one  was  to  investigate  real- 
locations  within  the  budget.  This  gave  us  some 
feelings  for  what  the  spreads  were.  Our 


thoughts  were,  innocently  enough,  that  we 
would  show  the  President  what  difference  It 
made  whether  he  picked  the  decremented,  basic, 
or  enhanced  level.  We  would  try  to  get  some 
sort  of  commitment  from  him  about  where  he 
wanted  to  end  up.  If  he  wanted  to  end  up 
someplace  in  between  those  two,  we  would  re¬ 
tire  to  our  dens  and  combine  the  adjacent 
programs  in  some  sensible  way  to  come  up  with 
a  fully  balanced  program  at  whatever  level  he 
wanted.  Well,  unfortunately,  the  Georgia 
Highway  Department  had  come  aboard  and  was 
enthralled  with  aero-based  budgeting,  In  which 
everything  was  prioritized,  allegedly.  I  can 
recall  the  pair  that  were  opposite  the  first 
year  that  Impressed  me.  That  was  the  year  when 
the  nuclear  strike  cruiser  was  still  In  the 
POM  at  $1.2  billion,  and  right  next  to  that 
was  a  radar  for  Redstone  Arsenal  at  $1  mil¬ 
lion.  The  Implication  was  that  If  the  budget 
was  this  high,  you'd  buy  the  radar,  and  If  It 
went  any  higher,  you'd  have  to  buy  the  strike 
cruiser. 

We  had  a  little  bit  of  a  problem  with 
quanta  in  that  year.  We  could  buy  either  24 
F-14s  or  36.  But  no  way  could  we  buy  30;  that 
wasn't  In  the  plan.  So,  that  didn't  work  and 
furthermore  it  was  obviously  a  one-year  bud¬ 
geting  system.  There's  no  way  to  get  out-year 
effects;  different  programs,  of  course,  have 
different  cash  flows,  and  you  can't  order  them 
in  a  prioritized  list. 

However,  we  argued  as  hard  as  we  could, 
lost,  and  were  finally  told  that  it  was  not 
the  Georgia  Highway  Department  that  was  in 
favor  of  this,  it  was  the  President  of  the 
United  States,  and  shut  up  and  get  to  work. 
So,  we  were  stuck  with  zero-based  budgeting 
throughout  the  Carter  administration. 

We  had  a  lot  of  fights  on  the  Idea  of  the 
Consolidated  Guidance.  I  thought  some  of  that 
might  be  Interesting  to  discuss  for  a  moment 
because  It  does  get  into  some  of  the  Important 
Implications  of  what  PPBS  is  all  about.  You 
may  recall  that  there  was  a  time  when  a  new 
Under  Secretary  for  Policy  was  created,  and 
the  post  was  eventually  held  by  Stan  Resor 
and,  later,  by  Bob  Komer.  One  of  the  things 
that  was  advised  then  by  both  the  Ignatius  and 
Steadman  reports  on  the  changing  of  the  man¬ 
agement  of  the  Department  of  Defense  was  that 
the  future  Under  Secretary  for  Policy  should 
control  the  Consolidated  Guidance.  Well,  that 
was  directly  an  attack  on  my  turf;  so,  I 
fought  back.  But  1  think  that  it  was  not  just 
the  turf  attack.  I  think  there  are  some  in¬ 
teresting  issues  here,  and  if  you  can  restrain 
your  hunger,  I'd  like  to  run  through  a  little 
memo  that  I  found  Interesting  to  think  about 
again  today. 
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This  is  to  Harold  Brown,  trying  to  per¬ 
suade  him  how  it  would  he  a  had  idea  to  have  a 
separate  section  inserted  into  the  Consoli¬ 
dated  Guidance,  full  of  policy,  much  as  the 
Defense  Guidance  had  had  policy,  that  was  more 
or  less  divorced  from  anything  else.  It  seemed 
to  me  that  policy  should  be  treated  as  an 
internal  matter.  The  Steadman  report  had  said 
that  the  role  of  the  Under  Secretary  for 
Policy  should  include  a  showing  that  national 
security  objectives  are  reflected  in  the  Con¬ 
solidated  Guidance  and  other  PPBS  documents. 

Ignatius  said,  "In  the  absence  of  prior 
policy  formation  the  Consolidated  Guidance 
could  prevent  judgments  on  ways  to  satisfy  a 
range  of  policy  options  derivable  from  overall 
national  security  interests,  could  constrain 
the  definition  of  risks  to  fiscal  rather  than 
broad  strategic  objectives,  and  could  avoid 
the  check  and  balance  of  analysis  oriented  to 
the  alternative  perspectives  of  national  se¬ 
curity  and  defense  policy.  This  problem 
originates  in  the  lack  of  long-range  and  con¬ 
tingency  political  and  military  planning 
within  the  Defense  headquarters,  focused  on 
the  overall  national  security  interest,  and 
from  inadequate  Integrated,  political,  mili¬ 
tary,  analytical,  capability  outside  the  pro¬ 
gram  system  analysis  orientation  of  PA&E  and 
the  services.'  Well,  that's  a  little  heavy 
going,  but  you  can  get  the  flavor  of  the 
thing. 

I  went  on  to  say  that  I  would  not  want  to 
defend  the  current  CC  as  perfection,  hut  I  do 
wonder  whether  It's  really  as  deficient  as  all 
that.  For  example,  it  seems  to  me  that  the 
following  is  evidence  of  the  presence  of 
policy  statements  in  the  CC.  This  one  relates 
to  general  purpose  forces  and  objectives  for 
NATO.  I  cited  a  policy  statement  which  read, 
"Our  general  purpose  programs  will  be  shaped 
and  sized  largely  by  our  determination — this 
Is  In  the  CG — "that  the  military  strength  of 
NATO  nations  as  a  coalition  will  he  great 
enough  to  maintain  stability  In  Europe.  We 
face  an  immensely  strong  and  growing  military 
power  to  the  east.  Our  near-term  objective  is 
to  assure  that  NATO  cannot  be  overwhelmed  in 
the  first  few  weeks  of  a  blitzkrieg,  and  we 
will  Invest  and  spend  our  resources  pre¬ 
ferentially  to  that  end.  When  that  assurance 
Is  reasonably  In  hand,  we  will  turn  our  at¬ 
tention  to  whatever  additional  capability  NATO 
might  need  to  be  able  to  fight  for  at  least  as 
long  as  the  Warsaw  Pact.” 

I  went  on  to  say,  "In  my  opinion.  If  that 
citation  Is  not  a  statement  of  policy,  it  will 
do  until  one  comes  along.  It  was  written  ir> 
PA&E  In  a  supreme  effort  to  rise  above  the 
narrow-program,  system-analysis  orientation  of 
PA&E  alleged  in  the  iRnatlus  report."  I  go  on 


to  say  a  few  nasty  things,  such  as:  "They 
really  should  have  read  the  CG  before  they 
made  their  comments,"  and  things  of  thar  sort. 

Whether  or  not  there  should  he  a  separate 
seclion  of  CG  in  which  all  the  policy  state¬ 
ments  are  pronounced  or  whether  the  policy 
statement  should  Instead  be  integrated  Into 
the  other  sections  that  deal  with  whatever 
forces  or  region  the  policy  applies  to  depends 
on  one's  philosophy.  Adherence  to  the  linear 
sequential  theory  that  policy  leads  to  pro¬ 
grams  as  crime  leads  to  punishment  would,  no 
doubt,  favor  a  separate  policy  section.  But 
those  who  adhere  to  the  Iterative,  integrated, 
single-bal 1-of-wax,  can-of-worms  theory,  feel 
that  such  distinctions  are  artificial  and, 
because  It's  hard  to  draw  a  distinct  line 
marking  the  end  of  policy  and  the  start  of 
something  else,  arbitrary.  For  those  ressons 
the  current  CG  integrates  cons iderat ions  of 
policy  with  those  of  ef fee 1 1  veness  and  cost 
into  what  we  feel  is  the  most  lucid  form  for 
the  exposition  of  sometimes  complex  issues. 

I  went  through  a  thing  that  demonstrates 
how,  in  the  CG,  we  started  out  with  polirv  and 
ended  up  with  something  that's  reaily  quite 
specific,  which  seemed  to  he  the  way  that 
planning,  programming,  and  budgeting  should  he 
done.  You  heard  that  citation  of  the  policy 
statement,  and  I  will  read  a  few  more  here 
that  excerpt  sections  from  the  NATO  cart  of 
the  first  Consolidated  Cui dance--or  perhaps  it 
was  the  second. 

First,  what  I'm  trying  to  point  out  is 
that  there  is  a  gradual  drift  from  the  area  of 
policy  through  Increasingly  detailed  systems 
analysis  and  alternatives  and  recommendations 
and  guidance,  and  then,  finally,  Fiscal  Guid¬ 
ance  that  ties  into  the  policy. 

It  starts  off  by  saying,  "In  Europe  It¬ 
self,  NATO's  purposes  are:  first,  to  deter 
direct  Pact  aggression;  second,  to  counter 
such  aggression  effectively  if  it  should 
occur;  and,  third,  to  limit  the  effectiveness 
of  the  Soviet  military  force  as  an  instrument 
of  political  pressure."  That's  pretty  much  a 
policy  statement. 

It  goes  on,  a  few  pages  later,  to  say 
that  "continued  deterrence  of  war  in  Europe 
requires  three  things:  (1)  That  the  threat  and 
consequences  be  unacceptably  severe  to  the 
Warsaw  Pact,  (2)  that  NATO  forces  be  recog¬ 
nizably  capable  of  inflicting  these  con¬ 
sequences  and  (3)  that  NATO's  threat  to 
actually  Inflict  them  in  event  of  war  be 
credible."  Still  quite  policy-oriented. 

A  couple  of  pages  after  that,  it  says, 
"The  Soviets  apparently  anticipate  a  period  of 


134 


tension  before  any  outbreak  of  hostilities  in 
Europe.  In  peacetime,  nearly — (blank) — percent 
of  their  divisions — now  getting  a  little  more 
scientific  here  and  a  little  more  analytical — 
lacked  major  portions  of  their  personnel  and 
equipment,  although  the  forces  in  Eastern 
Europe  are  kept  close  to  full  strength."  A 
couple  of  pages  later,  "a  three-front  offen¬ 
sive  of — (blank) — divisions  could  be  generated 
in  about — (blank) — days  if  the  Pact  waits  for 
the  Polish  and  other  Eastern  European 
reinforcements. " 

Then,  on  another  page,  it  says,  “the 

table  shows  the  expected  wartime  allocations 
of  NATO  and  Warsaw  Pact  ground  and  tacair 
forces.  Then,  a  few  pages  farther,  “the  force 
ratios  illustrate  the  degree  of  Pact  supe¬ 

riority"  (see,  we've  gotten  away  from  policy 
now  -  we're  getting  into  analysis)  “that  will 
exist  over  time." 

After  a  few  more  pages,  it  says,  “the 

graph  indicates  that  we  should  be  more  con¬ 
stantly  concerned  with  getting  well  equipped 
forces  on-line  rapidly  than  with  increasing 

the  total  size  of  the  ground  forces."  Now 
we're  getting  closer  to  programming.  "The 
greatest  needs" — this  is  several  pages  later — 
“of  U.S.  ground  forces  oriented  toward  the 
NATO  center  region  are  increased  mechanization 
and  quicker  reinforcement."  The  Army  might 
have  taken  some  issue  with  that;  nonetheless, 
that's  what  we  believed.  "If  a  light  division 
is  mechanized,  at  a  one-time  cost  of  over  $500 
million,  its  effectiveness  in  the  European 
conflict  will  be  Increased  by  about  40  or  50 
percent.  The  best  method  for  accelerating  our 
ground  forces'  reinforcement  is  further  pre- 
positioning  of  equipment."  Then,  after  a  few 
more  pages,  it  says,  "Activate  nine  additional 
heavy  battalions  programmed  in  the  ninth  in¬ 
fantry  division  to  be  mechanized,  expand  the 
current  POMCUS  program,"  etc. 

It  says,  "Army  fiscal  guidance  has  been 
adjusted  to  accommodate  the  following  esti¬ 
mated  costs  of  these  actions."  Then,  there's  a 
table.  And  it  shows  '80-' 84,  and  it  breaks 
down  how  much  for  the  nine  battalions  at  100 
percent  manning,  how  much  in  the  ninth  di¬ 
vision  conversion,  and  how  much  for  POMCUS.  It 
comes  out  to  be,  in  the  5  years,  $800  million, 
$1-1/2  billion,  $1  billion,  $1  billion,  and 
$900  million.  It  says,  "Thus  we  have  come  full 
circle  from  broad  policy  statement  to  a  tabu¬ 
lation  of  the  dollars  needed  carry  it  out.  My 
assertion  is  that  policy  is  alive  and  well  and 
living  in  the  current  version  of  the  CG.  It  is 
also  integrated,  as  it  should  be,  in  the  de¬ 
velopment  of  the  defense  program,  right 
alongside  cost,  effectiveness,  schedules,  and 
all  the  rest,  and  is  not  hanging  out  in  soli¬ 
tary  and  irrelevant  splendor  after  the  fashion 
of  our  old  friend,  the  BNSP. 


That  was  a  fight  that  I  put  my  back  into 
and  lost.  The  CG  was  afflicted  with  a  policy 
statement  that  I  thought  added  very  little.  My 
criterion  for  what  a  policy  statement  should 
say,  whether  it  was  satisfactory,  was  whether 
you  could  distinguish  by  their  actions  those 
who  had  read  it  from  those  who  had  not. 

Another  thing  we  did,  after  losing  that 
battle,  was  to  create  the  DRB.  The  DRB  was  an 
idea  that  really  was  proposed  by  Don  Rice  as 
part  of  his  change  for  the  way  that  OSD 
operated.  He  wanted  to  combine  programming  and 
budgeting  into  a  single  cycle.  I  fought  that 
one  and,  fortunately,  won  it.  I'm  very  happy, 
for  that  was  one  I  really  didn't  want  to  lose. 

But  we  built  the  DRB,  and  the  reason  we 
built  the  DRB  wa6  that  Harold  Brown  got  deeply 
involved  in  SALT  II,  and  he  spent  a  lot  of 
time  on  it.  He  said,  "Look,  I  just  can't  go  to 
all  the  meetings  we  went  to  last  year.  You've 
got  to  have  some  way  of  getting  me  out  of  that 
burden."  So,  we  created  the  DRB,  which  was  to 
get  the  OSD  officers  together  in  the  Deputy 
Secretary's  dining  room.  The  Deputy  Secretary 
would  chair  these  meetings,  and  we  would  have 
a  bunch  of  issues,  and  we  would  try  to  resolve 
these  Issues  among  the  staff.  We  would  then 
report  to  the  Secretary  those  issues  on  which 
the  staff  had  been  unanimous,  and  what  that 
recommendation  was,  as  well  as  those  issues  on 
which  there  had  been  a  split.  And  Milt 
Margolis  and  his  guys  would  stay  up  all  night 
to  report  what  had  gone  on  i n  the  meeting.  The 
Deputy  would  meet  with  the  Secretary  the  next 
morning.  Things  worked  fairly  well  that  way, 
although  I  must  say,  as  an  old  analyst  and 
programmer,  I  wondered  what  it  was  that  the 
Secretary  was  doing  that  was  more  Important 
than  discovering  the  programs.  That  shows  you 
how  parochial  my  views  are. 

It  worked,  I  think,  quite  well  for  its 
purposes.  I  don't  think  it's  a  good  idea  not 
to  have  the  Secretary  directly  involved.  But 
if  the  Secretary  can't  be  Involved,  it  is  a 
good  way  to  get  around  the  problem.  I  might 
say  that  it  is  quite  a  different  concept  from 
what  is  used  now  in  the  DRB,  which  includes 
participation  bv  the  services.  When  the  DRB 
was  created,  it  was  a  wav  of  accelerating  the 
OSD  review  of  the  POM,  not  a  way  of  having  the 
services  argue  their  programs  in  front  of  the 
Secretary  of  Defense.  I'm  not  saying  that 
that's  not  a  good  way  of  doing  it,  but  it's  a 
different  way  of  doing  it,  that's  certain. 

We  had  other  conflicts.  One  of  the  things 
that  we  did  was  have  several  sections  written 
outside  of  PA&E,  which  had  also  been  true  back 
in  the  days  of  the  DPM.  The  thing,  unfortu¬ 
nately,  got  awfully  long.  We  got  up  to  a  363- 
page  Consolidated  Guidance,  There  are  Just  few 
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people  that  are  going  to  read  363  pages.  So, 
we  decided  to  cut  It  down  and  we  cut  It  to  115 
pages.  But  we  ran  Into  an  Interesting  thing 
that  1  think  has  Implications  for  the  way  the 
Department  has  managed. 

The  Secretary  threw  out  the  four  sections 
that  weren't  written  In  PA&E  in  the  last  year 
of  the  CG,  on  the  grounds  that  they  were  de¬ 
void  of  n  rationale,  they  didn't  discuss  al¬ 
ternatives,  and  there  were  no  estimations  of 
cost.  They  were  full  of  details  that  the  Sec¬ 
retary  could  obviously  not  have  written.  This 
was  a  document  to  be  signed  by  the  Secretary, 
and  there  were  parts  In  there  where  it  was 
very  clear  that  It  was  being  written  at  a 
relatively  low  level.  And  there  was  a  great 
deal  of  mandatory  guidance.  Now,  the  Secretary 
did  want  some  way  to  control  things  that  he 
felt  very  strongly  about  and  that  he  wanted  to 
mandate.  And  we  called  those  mandatory  guid¬ 
ance  and  we  tried  to  kept  the  numbers  as 
limited  as  possible  and  not  put  In  any  un¬ 
necessary  mandatory  guidance.  Well,  in  many  of 
these  sections,  there  was  a  great  deal  of 
mandatory  guidance  that  was  drafted  by  the 
staffs  at  a  relatively  low  level. 

That  brings  up  an  interesting  point  about 
the  management  of  the  Office  of  the  Secretary 
of  Defense.  There  are  very  few  offices  In  the 
Secretary  of  Defense's  office  that  do  not  have 
their  own  vested  interests,  and  that  becomes 
something  of  a  problem  In  trying  to  arrive  at 
a  program  and  a  budget . 

The  services  are  realty  quite  good — not 
perfect,  but  really  quite  good — in  following 
the  Fiscal  Guidance,  and,  when  you  say,  "Come 
in  with  three  programs  that  follow  the  follow¬ 
ing  contours,"  they  pretty  much  do.  That  goes 
to  OSD  to  get  a  review,  and  every  office  that 
has  a  vested  interest  In  anything  comes  along 
and  puts  its  little  "kiddy  car"  in  there  and 
its  hobby-horse  In  here,  and  the  thing  grows 
and  grows.  It's  absolutely  irresponsible. 

So,  then  I  said,  "I'll  fix  that:  For 
anything  you  put  <n,  vou've  got  to  suggest  an 
offset."  Thnc  was  lust  chaotic,  absolutely 
chaotic.  People  were  suggesting  offsets  In 
programs  they  knew  absolutely  nothing  about. 
You'd  find  these  conflicts  where  guv  A  would 
offset  fl,  but  guy  C  had  raised  B  so  it  was 
Impossible.  That  is  a  serious  problem  In  how 
you  should  manage  that.  The  way  It's  done  now 
Is  that  the  Secretary  makes  those  decisions 
himself.  That 's  an  awful  burden,  and  that 
impressed  me  as  one  of  the  things  that  needed 
to  he  improved. 

There's  another  thing.  Len  Sullivan  spent 
a  lot  ot  time  talking  about  the  relations 
between  the  civilian  and  the  military,  and  I 


think  that  is  an  important  issue.  We  wanted 
military  participation.  (It  doesn't  do  any 
good.  Sully.  There's  no  way  you  can  get  them 
to  believe  you. ) 

One  of  the  things  that  I  found  going 
through  those  files  was  a  letter  that  I  wrote 
to  a  fellow  on  the  outside  who  wanted  to  know 
how  the  system  worked.  It  describes  how  It 
worked  at  that  time  quite  well.  It  says,  "the 
second  principle,  which  somebody  should  try  to 
explain  to  Tommy  Moorer  is  that  there  is  ser¬ 
vice  oart icipa t ion  at  every  step  on  the  way." 
(I'd  given  him  a  little  schedule.;  I  said, 
"Notice  how  much  of  the  time  in  the  schedule 
is  devoted  o  giving  the  services  a  chance  to 
get  their  oars  in  and  argue"  (that  was  14  out 
of  the  35  weeks  of  the  PPBS  process  annual 
cycle),  "and  how  much  time  we  set  aside  to  he 
able  to  respond  to  their  inputs,  another  Id 
out  of  35  weeks."  So,  we  have  24  out  of  the  35 
weeks  in  order  to  tty  and  encourage  a  dialogue 
with  the  services. 

"If  we  just  cut  that  all  out,"  I  say,  "we 
could  wrap  the  whole  process  up  in  a  small 
fraction  of  the  time  it  now  takes.  Instead,  we 
give  them  the  opening  shot,  plus  a  chance  to 
come  hack  at  us,  first  on  the  CG,  then  on  the 
POMS,  and  then  on  the  budget  scrub  and  the 
budget  prioritization,  both  in  writing  and  in 
face-to-face  meetings,  with  the  agendas  of 
their  own  choosing.  The  services  may  not  like 
all  of  Harold's  decisions,  but  they  can  hardly 
complain  about  being  frozen  out  of  the  process 
or  given  no  opportunities  to  state  their  case. 
The  system  is  most  definitely  the  same  as  Bob 
McNamara's,  no  matter  how  often  Tommy  Moorer 
claims  it  isn't." 

I  found  another  memo,  too;  this  was  back 
in  February  of  1978.  After  our  first  meeting, 
with  the  Chiefs  having  control  of  the  agenda 
and  meeting  with  the  Secretary  of  Defense  and 
the  Deputy  Secretary,  with  really  no  particu¬ 
lar  time  limit,  I  dashed  this  off  after  T  got 
back  to  the  office:  "Harold,  a  few  quick  ob¬ 
servations  on  this  afternoon’s  meeting  on  the 
CG.  I'm  sitting  here,  shaking  my  head,  feeling 
as  if  I've  lost  my  Innocence  or  at  least  my 
naivete.  I've  always  assumed  that  our  senior 
military  leaders  would  view  the  fundamental 
Issues  underlying  our  national  security  policy 
as  the  area  in  which  they  can  make  their  most 
Important  contributions.  Whether  the  civilians 
In  the  DoD  somehow  frustrate  them  In  that  role 
and  freeze  them  out  of  the  process  has  long 
been  a  source  of  controversy.  It  w„s  with  that 
In  mind  that  I  suggested  these  meetings  as 
part  of  a  new  PPB  system. 

"I  assumed  that  the  Chiefs  would  recog¬ 
nize  them  as  presenting  them  with  an  oppor¬ 
tunity  quite  unprecedented  in  military- 
civilian  relationships,  the  chance  to  speak  to 
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you,  face  to  face,  at  some  length,  more  or 
less  uninterrupted,  with  the  agenda  under 
their  complete  control,  on  the  moat  funda¬ 
mental  defense  Issues. 

"As  I  drew  up  that  list  of  what  seemed  to 
be  the  major  issues,  the  other  day,  I  was 
greatly  encouraged.  It  seemed  that  there  might 
be  a  possible  agenda  covering  the  real  guts  of 
this  business.  I  thought  there  was  a  good 
chance  that  these  discussions  really  could 
turn  out  to  be  something  different — something 
challenging,  broad  in  scope  and  addressed  to 
the  problem  that  at  least  worries  the  hell  out 
of  me  from  time  to  time. 

"But,  judging  by  the  almost  universal 
criticism  that  we  have  Included  no  separate 
section  on  policy  in  the  CG,  I  was  led  to 
expect  that  matters  of  fundamental  policy 
would  be  discussed  and  Judging  by  comments 
such  as  'the  result  is  that  policy  and 
strategy  tend  in  the  CG  to  become  secondary  to 
programming  and  fiscal  considerations,*  I  did 
not  expect  that  dialogue  over  these  funda¬ 

mental  policy  matters  would  be  interrupted  by 
programmatic  or  fiscal  details. 

"But  how  did  the  first  two  meetings  turn 
out?  After  all  that  ruckus,  what  did  we  get? 
Did  we  get  down  to  policy,  or  strategy,  or 

objectives,  or  whatever?  Not  really.  We  may 

have  dabbled  around  the  edges  from  time-to- 
time,  but  we  never  really  dug  Into  such  mat¬ 
ters.  We  never  really  addressed  the  funda¬ 
mental  Issues  of  the  absolute  level  of  the 
Defense  budget.  We  hardly  shed  any  light  on 
the  question  of  overconcentration  on  the  Cen¬ 
tral  Front — about  which  I  don't  know  whether 
it's  the  case  or  not — and  I  got  no  helo  on  the 
question  during  those  meetings, 

"Rut  we  sure  did  cover  a  lot  of  narrow, 
programmatic  details.  Perhaps  that's  because, 
at  least  according  to  critics,  the  CG  set  the 
stage  that  way.  But,  In  my  opinion,  those 

meetings  were  entirely  too  Indistinguishable 
from  the  meetings  we  held  with  the  services 
during  last  year's  POM  review. 

"What  a  wasted  opportunity.  Where  are  the 
distinguished  military  scholars  In  uniform? 
Are  we  reduced  to  professional  military  advice 
via  the  JSOP?  Is  OSD  always  to  have  so  much 
Influence,  merely  because  it  fills  a  vacuum? 
I'm  disappointed.  We  gave  the  golden  oppor¬ 
tunity,  and  they  chose  to  use  It  to  argue  for 
programmatic  changes,  for  relief  even  from 
your  limited  amount  of  mandatory  guidance,  and 
they  urged  some  gobbledygook  section  Justify¬ 
ing  all  conceivable  requests  and  the  resulting 
edged-in-black  estimates  of  military  risks. 
Perhaps  things  will  look  brighter  tomorrow." 


That,  to  me,  was  really  a  surprising 
thing.  We  had  tried  to  set  up  the  meeting  to 
discuss  the  most  basic  Issues  of  national 
security,  and  it  didn't  work.  It  turns  out 
that  that's  a  very,  very  difficult  thing  to 
do.  Actually,  I  think,  if  you  look  at  national 
security  planning,  those  Issues  are  almost 
never  discussed  anywhere.  They're  not  ad¬ 
dressed  as  the  man  in  the  street  would  assume 
they  are  addressed.  That,  I  found  shocking, 
and  I  think  that's  still  the  case. 

In  line  with  that,  one  of  our  tasks,  the 
one  which  I  found  most  interesting,  was  the 
development  of  a  paper,  which  I  think  was 
something  along  the  lines  of  NSSM-3.  We  did  It 
for  a  PRC  meeting. 

The  idea  was  to  tie  together  all  the 
alternatives,  starting  with  alternative  ob¬ 
jectives,  trying  to  calculate  what  the  force 
balances  would  be  in  the  theaters  of  interest, 
given  no  change  in  current  estimates  and  cur¬ 
rent  intelligence,  trying  to  determine  what 
the  force  ratio  should  be  for  a  high  and  a  low 
degree  of  risk,  estimating  what  that  would 
take  by  way  of  forces,  making  allowance  for 
how  many  of  those  forces  we  would  have  to  con¬ 
tribute  and  what  the  effect  of  Allied  contri¬ 
butions  would  be,  therefore  deriving  the  nec¬ 
essary  U.S.  Defense  budget,  and  going  on  to 
trying  to  derive  the  economic  effects  on  the 
country . 

For  that  purpose,  we  had  held  a  seminar, 
one  of  a  series  of  seminars,  to  ask  a  hunch  of 
distinguished  economists  what  would  be  the 

effects  of  a  10  percent  Increase  in  the  de¬ 

fense  budget  if  you  managed  it  properly.  We 
had  Larry  Klpin  from  Wharton,  who  had  lust  won 
the  Nobel  Prize,  and  Otto  Eckstein  from  DRI, 
Michael  Evans,  etc.  It  was  an  interesting 

seminar,  the  general  conclusion  of  which  was 
that,  if  properly  managed,  the  country  should 
not  have  a  great  deal  of  difficulty  in  man¬ 
aging  a  10  percent  real  increase  in  the  de¬ 

fense  budget — if  properly  managed  with 
adequate  fiscal  planning. 

I  was  particularly  proud  of  the  paper, 
not  because  it  was  the  last  word,  hut  because 
it  seemed  to  me  to  be  something  that  was 
better  than  had  been  done  before.  It  got  into 
terras  that,  I  think  the  President  would  have 
found  more  useful  with  regard  to  national 
security.  The  paper  presented  Information  in  a 
somewhat  different  light.  It  gave  an  economic 
analysis,  with  all  the  uncertainty  of  economic 
analysis.  At  least,  it  was  an  approach  tied  to 
various  objectives  that  we  might  achieve  with 
our  national  security  policy. 

Well,  we  did  that  right  at  the  time  of 
the  election,  with  the  idea  that  if  he  was 
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reelected  and  wanted  to  reevaluate  this  na¬ 
tional  security  policy,  we’d  have  a  head  start 
on  that.  It  got  as  far  as  a  meeting  chaired  by 
the  Secretary  of  Defense,  with  everybody  there 
except  the  President.  By  that  time,  of  course. 
It  was  a  lame  duck  administration ,  and  it 
never  went  any  farther.  So,  1  don't  know  what 
will  ever  happen  to  It. 

But  It  seems  to  me  that  that  was  the 
ultimate  purpose  of  analysis.  The  highest 
purpose  of  analysis  in  the  PPB  system  is  to 
lead  more  directly  Into  considerations  of  how 
you  can  best  Inform  the  choice  of  a  national 
security  policy.  Because  that  really  Is  some¬ 
thing  that  I  believe  Is  done  very  poorly.  If 
at  all,  today.  National  security  policies  are, 
by  and  large,  picked  out  of  the  air  without 
serious  analysis  or  without  serious  thought  to 
what  the  consequences  are.  People  say  we  have 
a  strategy-force  mismatch,  and  they  are  right. 
It's  very  clear  why  we  have  a  strategy-force 
mismatch,  because  nobody  ever  asked  about  the 
cost  when  they  decided  to  pick  the  strategy. 
And  nobody  ever  asked  the  Chiefs,  "What  are 
the  risks?"  The  Chiefs  are  111  equipped  to 
tell  you,  but  they  are  never  asked  in  any 
case.  So,  there's  a  great  deal  to  be  done 
there.  I  think  that's  the  most  important  role 
that  PPBS  has  to  play  in  the  future.  I  hope  It 
will  happen.  Well,  thank  you  very  much. 

Professor  Blamtin:  I  think  there's  time  for  a 
few  questions.  Please  Indicate  to  whom  you  are 
addressing  your  questions. 

Question:  Mr.  Murray,  why  did  you  fight  Don 
Rice's  suggestion  that  we  ought  to  combine 
programming  and  budgeting  Into  one  phase  in¬ 
stead  of  going  through  the  whole  thing  twice 
every  year? 

Hr.  Murray:  If  you  try  to  combine  them  Into  a 
single  review,  you  get  your  choice:  You  can  do 
programming,  or  you  can  do  budgeting.  But  you 
can't  do  then  both.  The  thing  that's  going  to 
get  done  is  budgeting,  because  the  Congress  is 
going  to  demand  the  budget.  So,  you're  going 
to  do  a  thing  in  the  exquisite  detail  of  the 
budget.  Well,  that's  an  awful  lot  of  work. 
When  are  you  going  to  do  it?  The  program  re¬ 
view,  presumably,  should  have  .1  tatr  amount  of 
control  over  what  you're  doing,  and  that  could 
result  In  massive  changes  In  the  budget.  But 
you  can't  take  massive  changes  In  the  budget 
at  the  end  of  the  year  because  It  takes  you 
too  long  to  recalculate  everything.  You  have 
too  many  ricochet  effects.  So,  you  have  to 
back  it  up  and  start  it  earLler.  Well,  if  you 
start  It  earlier,  your  budget  Is  out  of  date 
by  the  time  you  send  It  to  the  C  ingress;  so, 
that  isn't  going  to  work.  1  think  there's  a 


lot  to  be  said  .or  the  review,  although  It  may 
sound  redundant. 

The  idea  of  the  POM  review  should  be  to 
outline  the  broad  structures  of  the  defense 
programs,  not  the  details.  And  you  should  deal 
with  the.  big  Issues.  The  budget  is  where  you 
get  into  the  excruciating  details.  The  budget 
is  largely  a  one-year  orientation.  Programming 
should  certainly  pay  a  lot  of  attention  to  the 
out  years,  as  well.  So,  it  didn't  seem  to  me 
it  was  a  practical  thing  to  do. 

One  of  the  things  that  kept  being  raised 
as  the  reason  for  doing  this  was  that  "we're 
visiting  all  these  decisions  twice.”  Well, 
there's  no  reason  why  anybody  has  to  visit  a 
decision  twice.  All  you  have  to  do  Is  say, 
"No,  we  have  decided  that.  I'm  not  going  to 

review  it  again."  It’s  just  a  matter  of  dis¬ 
cipline.  Having  a  single  review  doesn't  get 
you  out  of  that  problem  because  the  guy  can 
still  raise  the  l3sue  five  times  in  a  budget 
review. 

Anyway,  I  succeeded  in  my  argument 

there — I  think,  not  because  of  logic,  but 
probably  just  because  it's  too  difficult  to 

change,  and  we  were  always  at  the  wrong  point 
in  the  cycle  to  do  It. 

Mr.  Sullivan:  I'd  like  to  weigh  in  on  that.  1 
disagree  in  one  area  with  Mr.  Murray  here. 

There's  no  way  to  keep  from  revisiting  the 
same  issues,  if,  in  fact,  the  top  line  for  the 
budget  hasn't  been  established  at  the  time  you 
do  the  POM  review.  When  I  was  there,  we  had  an 
agreement  that  we  would  give  the  Comptroller 
1  percent  of  the  budget  to  use  during  budget 
review  time.  The  trouble  was  that  Nixon  and 
Ford  changed  their  minds  as  to  how  big  they 
wanted  the  defense  budget  to  be  by  "n"  billion 
dollars  In  November.  There  was  no  way  that  you 
could  avoid  having  PPDs  to  cut  programs.  So, 
in  a  lot  of  the  PPBS  things,  people  who  were 
looking  up  at  it  thought  that  management  was 
just  dumb.  And  people  who  were  looking  down  at 
It  realized  there  is  no  control  in  any  one 
place  by  which  you  can  fully  organize  the 
process.  That's  one  reason  I  believe  that 
planners  have  an  obligation  unto  themselves  to 
plan  for  more  than  one  alternative  and  to  be 
ready  to  come  back  with  an  option  that  fits 
the  bill. 

Mr.  Murray:  We  had  three  layers  of  programs. 
We  had  three  programs  in  entirely  different 
levels.  If  somebody  wanted  a  budget  in  the 
middle,  we  could  just  pick  a  little  of  this 
and  a  little  of  that  until  you  got  to  where 
you  wanted  without  really  revisiting  a 
decision. 
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Comment  from  the  floor'  One  comment  on  that.  I 
agree  with  Russ  on  the  logic  of  two  separate 
systems  because — simply — you  can't  draw  the 
budget  without  some  proper  program  structure. 
A  budget  is  an  annual  thing.  I  disagree  with 
Len  in  this  sense.  If  the  top  line  comes  down, 
I  would  agree  that  there  comes  a  time  when  you 
have  to  revisit  programs  in  the  budget  review 
process.  If  that  were,  in  fact,  the  way  prac¬ 
tice  carries  out,  I'd  say,  "Great!"  But  it 
isn't.  What  we  do  right  now,  all  too  fre¬ 
quently,  in  the  budget  review  process  is,  in 
fact,  revisit  those  programmatic  decisions 
where  a  proponent  has  lost  the  argument  and  he 
wants  to  give  it  another  try.  In  addition,  the 
danger  of  it  is  that  what  he  does  is  totally 
screw  up  a  well  structured  program. 

If,  on  the  other  hand,  people  have,  as 
you  noted,  properly  planned  and  are  told:  "You 
just  got  dinged  "x"  dollars  in  TOA  or  outlays; 
go  back  and  come  in  with  the  change  you're 
going  to  recommend,"  then,  one  can  come  back 
in  with  a  balanced  response. 

Mr.  Sullivan:  We  were  all  screwed  up  because 
the  reasons  the  budget  changed  every  year  were 
different.  One  year  we  were  looking  to  add  TOA 
with  no  outlay  implications.  The  next  year  we 
were  stuffing  the  programs  with  outlays  to  get 
over  an  economic  problem.  And,  the  third  year, 
we  were  trying  to  whittle  away  at  outlays. 
And,  again,  you  can't  do  that--l  don't  think — 
without  revisiting  a  program. 


So,  there  was  plenty  of  opportunity  for  con¬ 
trol.  But  I  think  the  point  that  you're 
getting  at  is  that  the  Secretary  of  Defense 
was  much  more  actively  leading  the  Department 
than  his  predecessors  had,  with  the  exception 
of  McNamara.  That  was  just  Harold  Brown's 
style.  He  wanted  to  do  it. 

Question:  Could  you  give  some  assessment  of 
that?  Do  you  sense  that's  the  right  way  or 
simply  the  Secretary's  style? 

Mr.  Murray:  Do  you  mean  intrinsically  right? 

Question:  Yes. 

Mr.  Murray:  Yes,  it  depends  on  what  style  you 
like.  It  seems  to  me  that  managing  the  De¬ 
partment  is  a  job  for  an  active  Secretary  of 
Defense.  Now,  the  thing  is  how  to  share  the 
balance.  McNamara,  I  think,  clearly  went  too 
far  toward  centralized  control.  You  simply 
cannot  run  the  entire  Department  from  that 
office.  There  has  to  be  some  delegation  of 
authority.  Everybody  will  agree  there  has  to 
be  some  delegation.  There  certainly  can't  be 
total  delegation,  where  the  Secretary  becomes 
nothing  more  than,  maybe,  a  judge  between  two 
alternatives  that  he  can't  control.  I  think 
that  Brown's  choice  was  pretty  good.  1  think 
it's  closer.  I'd  lean  away  from  the  direction 
of  the  current  Administration;  it  seems  to  me 
that  it  delegates  too  much. 


Question:  Russ,  I  wou.d  like  to  go  over  one 
thing  about  the  Consolidated  Guidance.  It 
seems  to  me  somewhat  inconsistent  to  tolk 
about  the  guidance  document  as  a  precursor  to 
the  development  of  a  service  POM.  It  gets  down 
to  talking  about  here  is  "x"  additional  dol¬ 
lars  to  do  this  specific  thing.  Or  here  is  a 
specific  force  table  or  reaction  table,  rather 
than  being  more  subtle  or  holding  it  out,  or 
soliciting  from  the  set  vices  their  response  to 
that  kind  of  thing.  But,  obviously,  you  felt 

comfortable  doing  that. 

Mr.  Murray:  Clearly,  what  was  happening  was  a 
reversion  toward — although,  by  no  means,  all 
the  way  to — the  McNamara  style  of  management. 
That  was  what  was  happening.  Now,  the  services 
did  get  a  chance  to  comment  on  it  because  the 
CG  was  issued  to  them  for  comments,  long 

before  It  became  final.  And  if  they  objected 
to  it  or  had  some  alternatives,  they  had 
plenty  of  opportunity  to  talk  about  it.  That 

was  the  meeting  l  referred  to.  That  was  after 
the  issuance  of  the  CG,  when  you'd  hope  you 

would  discuss  such  things  as:  Should  we  be 
building  up  Europe,  or  should  we  be  building 
up  the  RDF,  or  should  we  be  going  for  readi¬ 
ness  instead  of  procurement — all  these  issues. 


Question:  Let  me  put  It,  then,  in  just  a 
slightly  different  way.  It  seems  to  me  the 
essence  of  PPBS  is  information  for  decision 
making  and  that  "over  guidance"  or  specific 
guidance  deprives  the  decision  maker  of  that 
information.  I'm  going  to  argue  tomorrow  that 
"fully  funding  the  requirement"  is  a  terrible 
statement  t.i  PPBS  because  It  deprives  the 
decision  maker  of  Information.  And  over- 
specificity  in  the  guidance,  if  you're  going 
to  have  a  POM  phase,  does  the  same  thing.  It 
doesn't  allow  the  system  to  develop  alterna¬ 
tives.  It  prejudges  the  outcome  and  insists  on 
adherence  to  a  "line”  rather  than  exploration 
around  that  "line." 


Mr.  Murray:  That's  right.  It  does.  Presumably, 
you  don't  do  that  unless  you  have  a  very  good 
reason.  You  should  feel  quite  strongly  about  a 
particular  issue.  If  you  just  come  along  and 
arbitrarily  start  writing  everything  down 
without  knowing  what  you're  doing,  that's  a 
very  dumb  thing  to  do.  But  these  pieces  of 
guidance  from  Harold  Brown  were  not  just 
picked  out  of  the  air.  They're  the  kind  of 
things  that  he  felt  very  strongly  about  and 
also,  as  I  say,  it  was  not  final.  The  services 
were  given  an  opportunity  to  respond.  Harold 


Brown  was  much  more  receptive  to  service 
counterarguments  than  McNamara  ever  was,  I 
think  my  track  record  of  persuading  Harold 
Brown  that  I  was  right  and  the  service  was 
wrong  was  dismal. 

Professor  Blandin:  I  think  there's  time  for 
one  more  question — If  and  only  If  it's  asked 
by  a  former  Assistant  Secretary  of  Defense. 

Comment  from  the  floor:  It's  not  so  ouch  of  a 
question  as  a  comment.  I  think  we  need  to  get 


Ike  Selin  back  because  Ike  told  us  that,  when 
he  was  running  things,  OSD  had  perfect  control 
over  what  the  services  did;  that  16,  they  made 
suggestions,  which  the  services  followed  au¬ 
tomatically.  And,  as  far  as  we  know,  he  didn't 
Issue  any  guidance  at  all.  So,  I  think  that 
was  great. 

Professor  Blandin:  I  want  to  thank  the  panel 
very  much. 
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'll  '  i.? 

Dr.  Cabe:  During  the  first  session  this 
morning,  Admiral  Metcalf,  the  Navy's  program¬ 
mer,  will  give  a  presentation  on  how  the  Navy 
develops  its  POM.  Now  I'll  turn  the  session 
over  to  Admiral  Metcalf. 

Admiral  Metcalf :  I'll  introduce  the  man  who  is 
going  to  tell  you  wh<a!  we  do.  Actually,  the 
gentleman  who  is  going  to  go  through  the  POM 
today  is,  in  my  view,  one  of  the  coming  in¬ 
tellects  in  this  PPBS  business.  We  have  heard 
about  the  past,  the  present,  and  the  future. 
In  many  ways,  Ray  Walsh  and  his  counterparts 
in  the  other  services — the  colonels  and  the 
commanders — are  what  is  going  to  make  this 
system  go. 

But  a  word  about  the  Navy  POM  and  the 
process  we  use.  Ours  is  significantly  dif¬ 
ferent,  I  think,  from  those  of  the  other  ser¬ 
vices.  (In  fact,  one  of  the  problems  we  have 
in  the  Navy  is  that  very  often  we  have  a 
problem  explaining  ourselves  to  OSD  and 
sometimes  to  ourselves.)  I  think  you  wil^l  see 
the  differences  today.  And  some  of  you  who  are 
familiar  with  the  Navy  way  of  doing  business 
will  see  changes,  because  this  year  we  have 
taken  a  number  of  initiatives  to  change  the 
way  the  Navy  puts  its  POM  together*  These 
initiatives  address  the  way  the  Navy  thinks 
through  the  process  and  comes  up  with  a  pro¬ 
gram  within  Fiscal  Guidance.  The  elements  we 
have  used  for  years  are  still  there,  but  some 
of  the  refinements  are  significant.  And  one  of 
the  reasons  I  would  like  Capt.  Walsh  to  give 
the  presentation  to  you  today  Is  that,  in 
large  measure,  he  provides  the  thought  behind 
lots  of  the  things  we  do.,  ,  , 


We  are  “going  to  'address-  •  the  '  Navy  POM 
development  process  from  a  brqad  and  micro 
prospective.  We  are  going-  -to  get  down  into 
some  micro  parts  of  this  problem,'  because'^ 
feel  -that  part  of  what  drives  the  way  we  do 
business  is  the  explosion  in  management  in¬ 
formation  and  our  .vt;>abf  H  t  ies  to  use  that 
information.  _&ay  wl  1  !  ''go  through  a  section  on 
how  we  use  the  capability  of  large  mass  stor¬ 
age  and  information  machines  to  help  us  do  our 
work.  I  think  it  is  enormously  useful  but,  by 


the  same  token,  I  think  it  is  something  we 
have  got  to  watch  very  carefully  to  see  that 
it  does  not  consume  us  and  get  us  going  in 
directions  we  shouldn't  be  going  in.  With  that 
preface,  I  would  like  to  Introduce  Capt.  Ray 
Walsh.  I'll  take  questions  afterward. 

Captain  Walsh:  Good  morning.  One  note:  We  do 
not  have  a  whole  lot  of  money  in  the  Navy.  We 
have  one  set  of  slides.  There  are  some  things 
In  here  that  we  talked  to  different  people 
about,  so  I  won't  talk  about  all  of  the  things 
on  the  slides.  [SLIDE  1] 


PPBS  is  the  thing  1  would  like  to  con¬ 
centrate  on.  We  are  very  much  like  the 
Department  of  Defense  in  that  we  have  cen¬ 
tralized  policy  direction  and  decentralized 
execution.  We  also  have  participatory  manage¬ 
ment — much  more  so  than  I  think  you  have  seen 
so  far.  [SLIDE  Z] 


PPBS 

•  PUNNING 

•  VIEW  THE  THREAT 

•  DEVELOP  STRATEGY  A  POLICY 

•  DEVFl.  0  FORCE  PLANNING  GUIDANCE 

•  PROGRAMMING 

•  TRANSLATE  PLANNING  INTO  ACHIEVABLE  PACKAGES 
■  RECOGNIZE  FISCAL  A  RESOURCE  CONSTRAINTS 

•  FIVE  YEAR  PLAN 

•  BUDGETING 

•  EMPHASIS  ON  FIRST  YEAR 

•  ETECUT  ABILITY  OF  PR06RAMS 

•  JUSTIFICATION  OF  REQUIREMENTS  VIA  DETAILED  BACK-UP 
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We  do  the  planning,  programming,  and 
budgeting  much  as  everyone  else  does.  One  of 
the  things  that  you  will  see  is  that  In  our 
programming  process — Inside  the  second 

bullet — we  also  lo  planning,  programming,  and 
budgeting.  [SLIDE  3] 

This  Is  "who  plays  and  how  they  play." 
The  Secretary  of  Defense  (at  the  top)  plays 
through  the  DRB .  As  General  Morgan  and  Bob 
Larkin  mentioned  yesterday,  we  are  a  little 
bit  different  from  everybody  else  In  that  we 
have  two  services  within  one  department.  That 
makes  for  some  interesting  differences  In  the 
way  we  do  business.  The  Commandant  of  the 

Marine  Corps  and  the  Chief  of  Naval  Operations 
both  work  through  the  Secretary  of  the  Navy, 
but  they  also  have  direct  coordination  with 
each  other.  We  have  officers  from  the  Marine 
Corps  assigned  throughout  the  OpNav  staff, 
developing  the  analysis  and  doing  the  pro¬ 
gramming  (In  many  respects).  On  the  bottom  of 
this  side,  we  have  what  we  call  "claimants"  (I 
will  talk  about  them  In  a  bit).  The  Naval 
Material  Command  and  the  ClnCs  give  us  the 

strategy,  pricing,  and  requirements.  We  In 

turn  give  them  the  resources.  They  run  the 
Navy.  [SLIDE  4) 

We  have  three  panels.  The  top  panel,  on 
the  right,  is  a  new  invention  tilts  year.  All 
of  the  things  that  we  do  in  the  programming 
process  and  throughout  most  of  the  execution 
of  the  planning  and  the  budgeting  process  is 
done  through  these  panels.  The  Program  De¬ 
velopment  and  Review  Committee,  chaired  by 
Admiral  Metcalf  (on  the  left),  Is  the  two- 
st.>r-Jpvel  committee.  They  review  all  of  the 

analyses,  all  of  the  proposals,  and  all  of  the 
issessments ,  dot  only  In  programming,  but  also 
in  the  acquisition  process,  In  the  development 
of  strategy,  in  the  planning  process.  It  Is  a 
common  group  of  players  who  have  a  rather  wide 
perspective  across  the  whole  Navy.  Every 
branch  of  OpNav  Is  represented. 

At  the  lower  right-hand  corner  Is  the 
CNO's  Executive  Board.  This  Is  a  decision¬ 
making  panel,  chaired  by  the  CNO.  Included  In 
this  representation  Is  the  Commandant  of  the 
Marine  Corps.  Included  on  the  PDRC  is  General 
Morgan,  representing  the  Marine  Corps.  We  also 
have  the  Secretary  of  the  Navy  represented  at 
the  PDRC,  so  that  we  have  the  full  spectrum  of 
tiie  staff  looking  at  the  problem.  One  of  the 
things  that  you  will  see  as  we  go  along  is 
that  we  try  to  look  at  the  Navy  In  as  many 
different  dimensions  as  possible. 

In  the  upper  right-hand  corner  Is  the 
threc-star-level  committee.  This  Includes  the 
Deputy  Chiefs  of  Naval  Operations  for  the 
various  warfare  areas,  the  support  areas,  the 
manpower  area,  etc.  They  are  the  people  who 
actually  run  the  Navy,  and  they  report 
directly  to  the  CNO.  (SLIDE  5] 
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We  have  a  concept  called  "sponsors.'' 
Perhaps  one  of  the  differences  between  the 
Navy  and  the  other  services  Is  In  this  concept 
of  sponsorship.  We  have  resource  sponsors  who 
actually  "own"  the  resources  that  run  the 
Navy.  We  have  mission  sponsors,  who  "own"  the 
missions  (for  example,  ASW,  AAW,  strike  war¬ 
fare,  amphibious  warfare).  They  are  respon¬ 
sible — the  resource  sponsors  and  the  mission 
sponsors — to  the  CNO  for  either  their  re¬ 
sources  (platforms,  submarines,  aircraft 
carriers,  surface  ships)  or  the  functions/ 
missions  they  perform. 

0p-090  is  the  honest  broker.  He  has 
working  for  him  three  two-star  admirals: 
0p-90,  (Admiral  Metcalf);  Op-96,  the  Systems 
Analysis  Division  (Admiral  McCauley);  and 
Op-92,  the  Budget  Director  (Admiral  Miller). 
Op-92  is  also  double-hatted.  He  works  directly 
for  the  SecNav  as  the  Budget  Director  of  the 
Navy  for  both  the  Navy  and  the  Marine  Corps. 
We  have  a  number  of  other  groups,  and  I  will 
get  into  most  of  these  as  we  go  along. 
(SLIDE  6) 
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•  UPDATE  DATA  BASE 


actually  in  the  water — for  the  programming  of 
FY-85  (in  POM-85),  and  for  the  long-range 
submarine  warfare  plan  out  through  the  year 

2000. 

The  same  is  true  in  aviation  (0p-05).  The 
same  is  true  in  the  support  areas.  For  ex¬ 
ample,  in  C  ,  Admiral  Nagler — who  is  Op-094 — 
is  responsible  for  the  day-to-day  operations 
of  the  command,  control,  and  communications 
network  of  the  Navy.  He  is  also  responsible 
for  looking  into  the  future. 

We  look  at  the  Navy  from  about  17  dif¬ 
ferent  directions.  And,  within  each  one  of 
those  points  of  view,  we  try  to  look  at  the 
Navy  from  a  functional,  from  a  warfare,  from  a 
platform  perspective.  Each  one  of  these  areas 
is  the  responsibility  of  a  two-star  admiral 
(or,  in  some  cases,  a  three-star  admiral),  who 
will  look  at  the  Navy  from  his  perspective.  He 
will  provide  an  assessment  to  the  CNO  from  his 
perspective  within  these  different  areas  of 
how  the  Navy  is  doing.  (SLIDE  7( 
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The  resource-sponsor  notion  is,  I  think, 
different  from  what  you  have  seen  before, 
because  each  one  of  these  people  actually 
"owns"  the  resources  that  are  the  U.S.  Navy. 
Op-02  (submarine  warfare),  for  example,  owns 
all  of  the  resources — the  construction  of  the 
submarines,  the  operating  of  the  submarines, 
the  overhauling  of  the  submarines,  the  manning 
of  the  submarines — everything  associated  with 
submarine  warfare.  He  is  responsible,  not  Just 
for  modernizing  the  submarine  force,  not  Just 
for  building  a  submarine  force  or  for  oper¬ 
ating  it,  but  for  the  full  spectrum.  He  is 
responsible  for  what  is  going  on  in  the  sub¬ 
marine  force  today — the  submarines  that  are 


We  cover  not  only  the  support  areas,  but 
also  how  we  f 1 ght — warf are  readiness.  Warfare 
readiness  is  not  Just  whether  we  have  enough 
guns  and  bullets  and  fuel  today,  but  also 
whether  the  weapons  are  capable  against  the 
threat,  whether  we  need  to  be  going  in  a  new 
di rect ion. 

Some  of  these  people  also  have  the  func¬ 
tion  of  an  appropriations  sponsor.  (SLIDE  8) 

An  appropriations  sponsor  primarily  pro¬ 
vides  an  interface  with  the  budgeteers  and 
with  Congress.  Within  the  programming  process, 
we  do  very,  very  little  of  appropriation-type 
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manipulations.  But  these  people  are  the  go- 
betweens,  having  participated  in  the  planning, 
the  programming,  and  the  budgeting.  They  are 
the  go-betweens  with  the  OSD  Comptroller,  with 
Congress,  and  with  the  various  activities  that 
go  on  outside  of  OpNav  that  look  at  the  Navy 
from  an  appropriations  point  of  view. 

The  claimants  are  the  people  who  actually 
execute  the  programs  that  we  budget. 
(SLIUK  91 


them  Integrated  into  the  the  programming  pro¬ 
cess.  So,  from  the  very  beginning,  they  have  a 
role  In  the  decisions  on  how  we  put  these 
resources  together. 

One  of  the  things  that  we  have  started 
with  more  carefully  is  this  first  bullet — the 
CinC  strategy  review.  While  the  CinCPac, 
CinCLant,  CinCEur  are  talking  to  the  DRB,  our 
component  commanders  are  talking  directly  with 
the  CNO.  Several  times  a  year,  the  CinCs  meet 
with  the  CNO.  They  talk  about  how  we  will 

fight:  the  problems  they  see  in  the  world 

situation,  things  that  are  often  not  con¬ 
sidered  in  the  way  that  the  Department  of 

Defense  looks  at  the  world.  As  an  example,  you 
have  the  problem  of  what  to  do  an  the  north 
coast  of  Africa.  We  look  at  the  north  coast  of 
Africa  differently  from  the  way  CinCEur,  per¬ 
haps,  does.  That  is  not  his  problem.  But  if 

you  happen  to  be  sailing  around  the  Mediter¬ 
ranean,  it  certainly  is  yours — as  was  demon¬ 
strated  last  year.  So  we  look  at  the  world 
from  a  perspective  that  is  someuhat  different 
from,  perhaps,  the  way  the  CinCs  look  at  it. 
And  we  try  to  get  that  integrated  into  our 
planning  very  early. 

One  of  the  things  that  I  will  talk  about 
in  a  minute  is  the  CNO's  Program  Analysis 
Memorandum  on  exactly  how  we  view  the  maritime 
strategy:  What  are  the  alternatives?  How 

should  we  use  the  forces  we  have? 
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These  are  the  CinCs — CinCLantFlt, 
CinCPacFlt,  the  Naval  Material  Command,  the 
Naval  Military  Personnel  Command,  and  the  sup¬ 
ply  establishment.  These  are  the  people  who 
are  responsible  for  executing  th*  program  we 
put  together.  We  have  tried  very  hard  to  get 


We  provide  each  of  the  claimants  (each  of 
the  people  who  are  going  to  spend  the  money)  a 
data  base  which  gives  them,  in  line-item  de¬ 
tail,  all  of  the  resources  that  are  currently 
programmed  for  their  use  and  who  tne  sponsors 
are — both  resource  and  mission—  for  those 
resources.  It  provides  them  with  a  common 
vehicle  from  which  they  ran  provide  issues 
directly  back  to  the  resource  sponsors  or. 
things  that  they  think  ought  to  be  done 
different! y . 

We  get  involved  in  great  detail.  In  many 
cases,  we  provide  resources  by  ship  num¬ 
bers  and  by  individual  Naval  stations.  We  also 
count  the  people.  The  pile  of  papeis  is  very 
high.  The  claimants  go  through  this  data.  They 
talk  to  their  own  people  (the  COs  of  ships  and 
squadrons,  the  COs  of  bases),  and  they  under¬ 
stand,  from  their  point  of  view,  bow  they 
would  like  to  see  the  thing  done  differently. 
And  they  provide  an  input  back  to  the  resource 
sponsor  saying,  "Gee,  this  is  all  very  nice. 
But  you  are  not  doing  this,  you  are  not  doing 
that,  this  has  to  be  done."  The  resource  spon¬ 
sors  have  to  consider  those  inputs,  and  they 
have  to  respond  directly  back  to  the  claimant 
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on  the  actions  they  have  taken  with  respect  to 
the  Issues  that  have  been  raised. 

1  will  talk  a  little  about  data  bases. 
(The  Admiral  has  already  touched  on  It). 

(SLIDE  10] 

This  Is  a  ''composite"  of  the  number  of 
data  bases  that  are  currently  running  around 
the  Defense  Department .  There  Is  no  way  you 
could  possibly  do  anything  rational  with  all 
those  data  bases.  We  have  chosen  not  to  uae 
them,  by  and  large.  We  try  to  Interface  the 
data  base  that  we  have  with  the  different 
requirements  that  are  up  there,  but,  as  you 
can  see,  various  people  look  at  the  Department 
of  Defense  and  the  Department  of  the  Navy  from 
very  different  perspectives,  and  It  sometimes 
becomes  difficult  to  maintain  an  audit  trail. 
(SLIDE  11) 

The  Five  Tear  Defense  Program  is  what  we 
actually  do  use.  I  will  show  you  in  a  minute 
that  we  use  It  a  little  bit  differently  from 
the  way  some  other  people  have.  I'll  also  show 
you  some  of  the  problems  that  you  have  using 
our  data  base  because  you  don't  have  the  In¬ 
formation  that  we  have.  (SLIDE  12] 

Every  time  we  put  up  this  slide.  It  gets 
a  "My  God,  what  are  you  doing?”  This  Is  an  at¬ 
tempt  to  show  you  six  of  the  seventeen  various 
dimensions  that  we  use  in  looking  at  the  Navy. 
Starting  at  the  top,  with  major  programs,  Is 
the  way  that  OSD  most  often  looks  at  us.  The 
next  one  around,  appropriations,  Is  the  way 
the  Comptroller  and  the  Congress  often  look  at 
us.  The  next  one  around,  the  resource  spon¬ 
sors,  Is  the  way  we  have  carved  up  Navy 
resources  and  the  way  the  Navy  resource  spon¬ 
sors — or  the  platform  sponsors — look  at  the 
Navy.  The  Naval  warfare  areas  and  the  func¬ 
tional  assignments,  the  tasks  that  have  to  be 
done  In  order  to  run  the  Navy  are  another  way 
to  look  at  It.  The  .cajor  claimants  look  at  It 
from  a  different  perspective.  And,  finally, 
you  have  the  four  pillars. 

The  last  time  1  looked,  we  had  seventeen 
different  ways  of  looking  at  Navy  resources. 
And  the  data  base  that  we  use  has  to  be  able 
to  sort  our  resources  and  be  responsive  to  any 
of  the  people  who  are  trying  to  get  some  in¬ 
formation  or  trying  to  make  an  input  into  the 
process .  (SLIDE  13) 

This  Is  the  standard  DoD  look  at  the 
world — the  FYDP.  It  looks  pretty  comprehen¬ 
sive.  You  have  the  operating  appropriations, 
the  KM)  accou.  ;  ,  and  the  department  (In  this 
case  the  Navy),  broken  Into  ten  different 
areas,  which  include  the  ships  and  the  air¬ 
planes,  and  what -have-you .  The  FYDP  is  based 
on  ptograro  elements. 
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There  Is  a  problem  with  this,  however. 
You  had  a  presentation  yesterday  that  talked 
about  sorting  the  PEs  and  all  the  neat  things 
that  that  gives  you.  The  problem  Is  that, 
within  a  PE,  all  of  the  O&M  money,  which  goes 
for  various  and  sundry  things,  shows  up  as  one 
number.  It  Is  not  broken  down.  So,  you  can't 
tell  the  difference  between  civpers  and  fuel 
and  modernization  and  overhauls  and  spare 
parts.  It  Is  all  one  number.  And  If  you  are 
trying  to  look  at  the  Navy  from  the  point  of 
view,  say,  of  readiness,  sustainability,  and 
modernization,  and  you  have  In  that  one  PE  (in 
that  one  O&M  number)  the  money  that  is  going 
to  pay  for  modernization,  spare  parts,  am¬ 
munition,  and  pay  for  the  civilians — all  in 
that  one  number — and  you  try  to  roll  that  up 
and  do  something  with  it,  I  would  suggest  to 
you  that  you  are  going  to  get  some  very  pecu¬ 
liar  answers.  That  Is  one  of  the  reasons  I 

raised  the  question  I  did  yesterday. 
[SLIDE  14] 

We  have  what  Is  called  a  "resource  al¬ 
location  display,"  which  Is  very  similar  to 
the  FYDP.  However,  when  we  have  an  appro¬ 
priation,  it  is  by  line-item,  by  Activity 
Group/Sub  Activity  Group  (AG/SAG)  detail.  So, 
when  I  am  looking  at  the  O&M  account  in  a 

particular  PE,  I  am  looking  at  the  pay  for 
civilians,  I  am  looking  for  the  dollars  that 
go  Lnto  fuel,  l  am  looking  at  the  dollars  that 
go  into  the  various  things  that  O&M  buys,  and, 
If  necessary,  I  can  sort — based  on  that  ac¬ 
tivity  group  (or  subactivity  group) — by  line- 
items,  and  I  can  also  sort  by  claimants.  I  can 
tell  you  where  in  the  world,  whether  it  is  in 
the  Atlantic  Fleet,  tn  the  Pacific  Fleet,  or 
In  Europe  that  these  resources  are  going  to  be 
spent.  It  gives  us  the  capability  of  looking 

at  the  Navy  from  those  various  dimensions. 

We  have  coded  each  one  of  the  PEs  (the 
Navy  data  base  has  on  the  order  of  —  for  OSD 

purposes — perhaps  300  PEs).  Within  the  De¬ 
partment  of  the  Navy,  In  our  programming  pro¬ 
cess,  we  have  a  little  over  a  thousand.  For 
each  one  of  those  program  elements,  we  have 
subprogram  elements,  and  a  resource  sponsor 
will  own  a  piece  of  a  program  element.  For 
example,  If  you  are  looking  at  base  operating 
support,  0p-03,  who  has  surface  ships,  will 
have  a  sub-PE  that  has  all  of  the  bases  that 
belong  to  surface  ships.  0p-05,  who  has  avia¬ 
tion,  will  have  a  sub-PE  that  has  all  of  the 
Naval  air  stations. 

Within  those  aub-PEs,  we  have  broken  It 
down  further  to  show:  the  claimant,  whether  It 
is  Atlantic  Fleet  or  Pacific  Fleet;  the  mis¬ 
sion  sponsor,  whether  It  is  logistics  or  air 
warfare  or  submarine  warfare.  Using  this  sys¬ 
tem,  we  can  go  Into  a  great  deal  of  detail. 
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and  that  is  the  detail  necessary  to  rational 
programming . 

We  also  have  a  matrix  approach. 

[SLIDE  15] 

This,  again,  consists  of  two  of  about 
seventeen  dimensions.  For  every  intersection 
in  our  data  base,  there  are  at  least  two  peo¬ 
ple  who,  In  a  sense,  own  that  money.  The  re¬ 
source  sponsor  Is  responsible  to  the  CNO  for 
the  programming  of  those  dollars  across — for 
example.  In  0p-05 — all  of  the  things  that  are 
involved  in  air  warfare.  And,  then,  looking  at 
it  from  a  different  direction,  we  have  mission 
sponsors — or  assessment  sponsors — who  are 
looking  across  all  of  the  different  ways  of 
doing  antisubmarine  warfare,  all  of  the  sur¬ 
face  ships,  all  of  the  submarines,  all  of  the 
aircraft,  etc. 
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The  whole  process,  then,  comes  down  to 
achieving  a  consensus,  an  accommodation,  among 
various  groups  of  people  who  have  different 
Interests,  meeting  at  each  one  of  these  in¬ 
tersections.  The  man  who  owns  ASW  is  out  there 
to  do  the  best  he  can  with  ASW,  and  he  has  to 
convince  the  other  individuals  that  the  amount 
of  resources  in  each  one  of  those  intersec¬ 
tions  is  either  the  right  amount  or  needs  to 
be  changed  in  some  manner.  The  whole  business 
of  planning,  programming,  budgeting  and,  in 
fact,  execution,  revolves  around  those  inter¬ 
sections.  And  this  is  the  way  we  see  it. 

We  break  the  programming  process  down 
into  three  separate  categories.  [SLIOE  16] 
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The  first  part  involves  doing  our  home¬ 
work.  From  about  the  time  we  get  the  PDM, 
until  the  time  we  get  the  Fiscal  Guidance  and 
Defense  Guidance,  we  are  going  through  a  pro¬ 
cess  of  looking  at  ourselves  from  each  of 
these  different  directions.  We  go  through  a 
series  of  warfare  appraisals,  strategy  as¬ 
sessments,  and  support  assessments.  We  try  to 
come  up  with  all  of  the  things  that  tell  us 
how  well  we  are  doing  what  we  think  we  ought 
to  be  doing,  what  kinds  of  things  we  could 
possibly  do  differently,  and  how  much  that 
would  cost  us.  We  also  look  at  things  that 
are,  perhaps,  soft.  That  is  a  hard  thing  to 
get  at .  But  one  of  the  things  that  we  are 
trying  to  force  on  the  system  is  this  con¬ 
tinual  look  at  what  is  soft. 

From  this  whole  process,  we  want  to  pro¬ 
vide  the  CNO  and  the  Secretary  of  the  Navy 
with  the  best  information  with  which  to  make 
decisions.  We  have,  in  our  process,  an  early 
decision  point.  About  the  end  of  January,  the 
CNO  makes  a  decision  on  how  he  would  like — as 
a  first  cut — to  have  the  resources  allocated 
or  reallocated  within  the  Navy.  Throughout  the 
program  development  period — from  January  to 
April — we  go  through  the  business  of  taking 
the  homework  that  we  have  done,  applying  it  to 
the  program  that  we  now  have  and  the  guidance 
that  we  have  gotten  from  OSD,  and,  in  particu¬ 
lar,  the  Fiscal  Guidance  that  we  have  gotten 
from  OSD.  We  take  a  first  cut,  if  you  will,  at 
how  we  reallocate  the  Navy,  how  we  change  it, 
how  we  accommodate  all  of  the  homework  that  we 
have  done  and  the  new  distribution  of  re¬ 
sources  contained  in  the  guidance. 

This  process  produces  something  called  a 
"sponsor's  program  proposal"  (which  1  will  get 
into  in  a  moment).  But  it  is,  if  you  will,  the 
new  Navy.  We  then  go  through  another  month  or 
raonth-and-a-half  of  something  that  is  called 
"the  end  game."  During  this  time,  we  go 
through  another  intensive  reassessment  of  what 
it  is  this  new  Navy  does  and  does  not  do,  and 
whether  or  not  we  are  satisfied  with  it,  or 
whether  some  more  changes  are  necessary.  And, 
finally,  about  thirty  seconds  before  the  final 
decision  is  made,  we  put  it  all  together,  we 
spend  our  minute -and -a -ha  If  to  write  down  the 
documentation,  and  we  send  it  off  to  OSD. 
[SLIDE  17] 

The  whole  process  is  a  circle,  if  you 
will,  of  guidance — looking  at  what  it  is  that 
we  have  done,  making  decisions,  executing 
those  decisions,  and  going  around  in  a  circle 
again . 

From  November  to  January,  these  are  the 
kinds  of  things  that  we  are  looking  at. 

[SLIDE  18] 


1 


V 


can  add  some  perspectives  to  the  things  that 
go  on,  and  the  discussions  around  the  table 
that  very  often,  bring  out  an  awfu]  lot  of 
thoughts  and  comments  that  the  person  doing 
the  analysis  probably  did  not  think  about . 

At  the  same  time  that  we  are  doing  this, 
the  Secretary  of  the  Navy  is  chairing  a  forum 
called  the  "DON/POM  Strategy  Board."  And  he 
has  a  series  of  issues  that  he  is  interested 
in,  mostly  generated  by  his  own  staff.  Some  of 
the  issues  will  have  been  generated  as  a  re¬ 
sult  of  program  execution  problems,  things 
that  have  come  up  on  the  Hill,  things  that 
happened  in  the  last  PPBS  cycle  that  he  really 
is  not  comfortable  with,  and  things  that  he 
thinks  ought  to  be  done  differently.  The  CNO, 
the  Commandant  of  the  Marine  Corps,  0p-090 
(our  honest  broker),  and  the  Assistant  Sec¬ 
retaries  of  the  Navy  participate  in  this 
forum . 

So,  from  November  to  January,  before  we 
get  the  Fiscal  Guidance,  before  we  get  the 
Defense  Guidance,  we  are  in  the  process  of 
going  through  and  looking  at  the  Navy  very 
carefully.  [SLIDE  19J 

Slide  IV 


In  each  of  the  individual  warfare  areas 
(antiair  warfare,  antisubmarine  warfare, 
strike  and  amphibious  warfare),  we  go  through 
this  analysis,  it  is  briefed  to  the  two-stars. 

From  the  two-star  level,  it  is  taken  up  to  the 
three-stars.  Now,  there  are  two  purposes  in 
this.  For  one,  we  want  to  make  sure  that  That  process  includes  about  twenty-four 

everybody  understands  the  analysis,  and  separate  presentations,  just  on  the  Navy  side 

everybody  has,  if  you  will,  been  brought  up  to  of  the  house.  In  each  one  of  these  things, 

speed  on  where  we  are  right  now.  But,  more  again,  the  Marine  Corps  is  playing  very  heav- 

iraportant,  it  also  gives  everybody  a  chance  to  ily.  Thu  question  was  asked  yesterday,  how  the 

take  a  look  at  the  analysis  or  the  assessment  Marine  Corps  requirements  for  amphibious 

from  his  own  perspective  and  add  his  own  in-  ships,  for  example,  get  Included  in  the  Navy 

sight  into  this  process.  For  example,  if  we  process.  One  of  the  appraisals  addresses 

are  looking  at  amphibious  warfare,  the  sub-  amphibious  warfare.  TVo  people  are  intimately 

marine  guys  get  in  there,  and  they  say  "Hey,  involved  in  the  development  of  that  analysis, 

there  are  some  things  that  you  have  to  con-  One  is  a  Navy  captain,  who  has  just  come  from 

sider  from  our  perspective  if  you  are  trying  being  a  squadron  commander  of  an  amphibious 

to  go  onto  the  beach."  They  look  at  it  from  squadron,  and  the  other  is  a  Marine  Corps 

the  enemy  submariner's  point  of  view.  And  they  colonel,  who  has  had  extensive  experience  from 
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the  green-suit  side  of  the  house,  in  charging 
across  the  beach.  They  are  the  people  who 
Initially  put  the  analysis  together.  They  lean 
very  heavily  on  the  rest  of  the  OpNav  staff 
and  the  rest  of  the  ferine  Corps  staff  to  make 
sure  that  we  have  looked  at  all  of  the 
alternatives,  all  of  the  considerations  that 
both  the  Navy  and  Marine  Corps  think  ought  to 
be  considered  in  going  to  this  two-star,  and 
then  three-star,  board. 


They  come  back  out,  about  the  first  of 
March,  with  something  called  a  sponsor’s  pro¬ 
gram  proposal.  This  is  the  way  that  Op-03,  the 
surface  warfare  guy,  or  0p-05,  the  air  warfare 
guy,  or  whoever,  comes  back  to  the  CNO  with  an 
updated  data  base  and  says,  "Boss,  this  is  how 
I  think  my  piece  of  the  action  ought  to  look, 
given  all  of  the  things  that  you  have  told  me 
and  given  the  amount  of  resources  that  1 
have ." 


This  document  is  called  the  CNO's  Pro¬ 
gramming  and  Fiscal  Guidance.  (SLIDE  20] 


Slide  20 


It  is  a  memorandum  of  about  40  pages, 
signed  by  the  CNO.  All  of  the  homework  has 
been  done,  and  the  Defense  Guidance  and  Fiscal 
Guidance  have  been  received.  This  CNO  memo¬ 
randum  tells  the  resource  sponsors  how  to 
program  or  reprogram  their  resources.  It  is 
specific  guidance  in  many  respects.  It  will, 
for  example,  tell  people  what  the  CNO's  ob¬ 
jectives  are  with  respect  to  readiness,  what 
he  wants  to  see  for  our  mission-capable  rate 
for  aircraft,  and  in  what  order.  It  will  ad¬ 
dress  sustainability.  It  will  address  the  way 
we  are  going  to  handle  contracting-out.  And  it 
will  address  the  priorities  in  strategic  war¬ 
fare  or  in  antisubmarine  warfare.  It  will 
address  the  things  in  particular  that,  as  a 
result  of  this  analysis,  the  CNO  wants  the 
resource  sponsor  to  take  a  really  hard  look  at 
as  he  develops  his  program. 

For  the  month  of  February,  the  resource 
sponsors  crawl  into  their  holes,  close  the 
doors,  and  take  a  very  hard  look  at  all  the 
things  they  have  learned  over  the  past  year  in 
the  execution  of  their  programs:  the  problems 
they  have  had  on  the  Hill,  the  problems  they 
have  had  in  the  PDM  from  last  year's  POM, 
things  that  have  changed  over  the  past  year, 
the  claimants'  Inputs,  and  the  CNO's  guidance. 


We  roll  all  of  these  sponsor  program 

proposals  back  up  into  a  large  data  base,  and 
the  assessment  sponsors  go  back  and  take  a 

look  at  this  process  again.  They  look  at  how 

antisubmarine  warfare,  or  logistics,  or  per¬ 
sonnel  have  changed  as  a  result  of  the  sponsor 
program  proposals.  Then,  we  go  back  to  the 

two-star  board  and  again  address  current 
issues  . 

From  there,  we  go  to  the  CNO’s  Executive 
Board — about  the  middle  of  April — and, 
finally,  to  the  Secretary  of  the  Navy,  and  we 
say,  "This,  sir — with  the  resources  that  we 
have  and  the  guidance  that  you  have  given  us — 
is  the  best  way  that  we  think,  on  balance,  we 
can  use  the  resources  given  to  us." 

Again,  the  DON/POM  Strategy  Board  has 
been  working  in  parallel.  Many  of  the  same 
Issues  have  been  brought  up,  and  there  is  a 
cross-tracking  back  and  forth  because  these 
boards  have  the  same  players.  Admiral  Metcalf, 
who  chairs  the  PDRC,  is  also  one  of  the  prin¬ 
cipal  players  in  the  DON/POM  Strategy  Board. 
General  fergan,  who  runs  the  ferine  Corps  POM 
process,  lc  a  member  of  the  PDRC  and  the 
DON/ POM  Strategy  Board.  So,  we  have  this  con¬ 
tinual  cross-talk.  We  look  at  ourselves  as 
often  as  we  can,  from  as  many  different  per¬ 
spectives  as  we  can. 

This,  in  a  nutshell,  Is  the  first  part  of 
our  homework.  We  get  the  information  from  the 
CinCs.  We  go  through  a  maritime  strategy 
analysis.  Given  the  number  of  battle  groups  we 
have,  given  the  number  of  airplanes  we  have, 
given  the  amount  of  sustainability,  the  amount 
of  fuel  we  have  in  the  water  today,  how  would 
you  fight  the  force?  A  lot  of  things  come  out 
of  that,  things  that  people  outside  the  Navy 
would,  perhaps,  not  have  thought  of.  We  go 
through  all  of  the  analysis  and  we  end  up  with 
the  CNO's  Programming  and  Fiscal  Guidance. 

The  preview  CPAM  is  the  first  presenta¬ 
tion  in  the  POM  process.  [SLIDE  21] 

Someone  asked  how  the  EPA  plays .  We  play 
the  EPA  from  last  year  into  the  beginning  of 
this  year's  program.  We  take  all  of  the  things 
that  have  come  out  of  the  EPA,  all  of  the 
insights  of  looking  out  fifteen  years,  and 
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what  have  you,  and  use  that  as  one  of  the 
starting  points  for  reprogramming  this  year, 
if  that  is  necessary. 

Slide  21 


PREVIEW  CPAM 


•  FIRST  PRESENTATION  OF  POM  PROUSS 

•  EXAMINES  CURRENT  NAVAi  BALANCE  AS  DEFINED  IN 

PREVIOUS  POM  AS  ADJUSTED  BY  POM  BUDGET  ESTIMATE 

•  IDENTIFIES  ISSUES  FOR  CONSIDERATION  FROM: 

•  FIIFMJFO  PUWMHG  MM» 

•  IMVtSTMtMT  FM0FIUS 

•  WAftFAPF  OFFICII NCIFG 

•  NATIOMAL  AMI  SIPAIFGIC  PFOUIfllMINIS 

•  PRESENTED  BY  OP  96  TO  PORC 
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Maritime  strategy  is  how  the  ClnCa  think 
we  have  to  fight.  [SLIDE  22| 

Slide  22 

MARITIME  STRATEGY  CPAM 


•  PROVIDES  MARITIME  STRATEGY  ON  WHICH  WARFARE  APPRAISALS 

ARE  TO  BE  BASED 

•  PRESENTS  WARTIME  EMPLOYMENT  OF  NAVAL  FORCES 

•  AS  PFIIICKO  III 

•  '  »!  All  M«< 

.  DINAH  iJ’ClAII  iriAIIW 

•  ATTEMPTS  70  MEASURE  PROGRAMMED  WARFIGHTING 

CAPABILITIES 

•  PRESENTED  TQ  PORC  ANO  CEB  BY  OP  06  IN  OCTOBER 
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The  warfare  appraisals  and  the  areas  in 
those  warfare  appraisals  are  rolled  up  into 
one  summary  warfare  appraisal.  (SLIDE  23] 

We  take  all  of  the  individual  items  and 
consolidate  them  into  one  warfighting  package. 

(SLIDE  24 J 

One  of  the  notes  on  these  slides  says 
that  it  is  fiscally  constrained.  It  would  be 
very  neat  to  go  out  and  say,  "Gee,  I  could 
really  win  the  war  if  I  had  22  aircraft  car¬ 
ters  or  if  I  had  this  new,  neat  thing  that 
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SUMMARY  WARFARE  APPRAISAL 
_ (SWA) _ 

•  RECAPS  SIX  INDIVIDUAL  APPRAISALS 

•  ISSUE-ORIENTED 

•  INTEGRATES  PROGRAMS  PRIORITIES  AND 

DEFICIENCIES 

•  FISCALLY  CONSTRAINED 

•  DP-095  WILL  PRESENT  TO  CEB  IN  MID -JANUARY 

(AFTER  PRESIDENT'S  BUDGET  SUBMISSION) 
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shoots  down  from  space  and  zaps  everybody, 
but,  unfortunately,  that  is  not  in  the  pro¬ 
gram."  We  are  not  allowed  to  include  in  the 
appraisals  things  that  we  do  not  own. 

We  also  use  the  CPAMs  to  do  the  support 
areas  in  the  same  amount  of  detail — readiness, 
sustainability,  and  manpower.  These  analyses 
address  questions  such  as:  "How  do  1  modernize 
the  fleet?"  Do  I  have  the  Industrial  capacity 
to  do  it?"  "Do  I  have  the  spare  parts?"  "Do  I 
have  the  R&D  technology?"  (SLIDE  25] 

Every  year  we  also  do  something  called  a 
"Baseline  Task  Area  Appraisal ."  (SLIDE  26] 

Usually  it  is  just  one  area;  this  year  it 
is  two.  This  is  where  we  do  a  complete  bot- 
toms-up  approach.  We  are  not  just  looking  at 
deltas.  We  are  not  Just  looking  at  the  program 
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BASELINE  TASK  AREA  APPRAISAL 

•  IN-DEPTH  REVIEW  OF  SELECTED  WARFARE  OR 

SUPPORTING  TASK  AREA(S) 

•  POM-85  TOPICS:  TRAINING  (OP-96) 

NAVY  STOCK  FUND  (OP-04) 

•  PORC  PRESENTATIONS 


as  it  has  changed  over  the  years.  We  start 
from  zero  and  build  It  all  the  wav  "p.  And  we 
take  only  one — or  In  this  case  two — areas 
because  It  is  a  very  difficult  thing  to  d  r 
from  a  zero-based  approach.  The  Navy  stock 
fund  is  being  done  tills  year  because  of  the 
problems  we  have  had  over  the  last  year  with 
the  stock  fund .  One  of  the  things  we  want  to 
do  with  it  this  year  is  get  some  appreciation 
for  how  the  stock  fund  is  different  from 
everything  else  that  is  going  on  in  the  Navy. 
Again,  these  are  the  details — the  homework,  If 
you  will — that  are  provided  to  the  Individual 
sponsor  that  tell  him,  down  to  the  line-item 
level,  what  is  in  his  program  that  does  or 
does  not  cut  the  mustard  and  how,  from  the 
assessment  sponsor's  point  of  view,  it  ought 
to  be  changed . 

The  claimants  come  in  writh  their  inputs 
as  to  what  they  think  oug.  t  to  be  done,  given 
their  perspective.  [SLIDE  z7] 

They  are  the  guys  who  have  to  execute  it. 
The  sponsors  will  respond  at  the  end  of  their 
sponsors'  program  proposals  directly  back  to 
the  claimants,  to  the  fleet  commanders,  to  the 
Material  Command,  to  the  Personnel  Command, 
with  the  changes  they  have  made  in  response  to 
the  claimants'  input. 

Finally,  the  guy  who  has  all  of  the 
problems,  the  guy  who  has  to  develop  this 
program,  gets  his  day  in  court.  The  resource 
sponsor  gets  to  come  forward  and  say,  "Gee, 
this  is  all  very  nice  homework,  and  I  under¬ 
stand  all  of  your  problems  and  all  of  the 
things  you  would  like  to  do  differently,  but 
from  my  perspective  there  are  also  some  prob¬ 
lems  and  you  ought  to  consider  them  as  you  are 
writing  your  guidance.”  This  is  the  last  pre¬ 
sentation  that  is  made  before  we  start  writing 
the  CNO's  guidance.  (SLIDB  28| 
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We  have  all  the  homework  done.  Vie  write 
the  CNO's  Programming  and  Fiscal  Guidance. 

[SLIDE  29 J 

Slide  29 

CNO  PROGRAM  AND  FISCAL  GUIDANCE 

(CPFG) 


•  DOCUMINfS  KNIATIW  CNO  DECISIONS  RESULTING  FROM  PLANNING  PHASE 

(WARFARE  APPRAISALS  CP  AMS  AND  ASSESSMENTS) 

•  INCORPORATES  DEFENSE  GUIDANCE  <0G) 

•  PROYIOES  FISCAL  CONTROLS 

•  PROVIOES  MANPOWER  CONTROLS 

•  PROVIDES  GUIDANCE  TOR  PROGRAM  DEVflOPMtNT 

•  MEMORANDUM  (POM  SERIAL)  SIGNED  BY  CNO 
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It  goes  to  the  sponsor  (in  the  dotted 
box).  (SLIDE  30] 

He  puts  together  his  program.  [SLIDE  311 

We  update  the  data  base  at  that  point.  We 
then  send  the  results  out  to  NavMat  to  reprice 
the  changes  In  the  procurement  profiles  or 
anything  else  that  has  happened.  Each  of  the 
sp  msors  comes  back  again  and  takes  a  look  at 
thac  new  Navy.  At  the  end,  we  go  through  a 
Program  Evaluation  and  Review  Summary,  which 
is  the  forum  for  taking  this  new  Navy  to  the 
CNO.  I SLIDE  32] 


PHASE  II  -  PROGRAM  DEVELOPMENT 


CMC  CM  PROGRAM  MIC.  MSCAI  (.UOANCE 
Iff  SPONSOR  fMCMM  PtflFOW. 

FIDS  PROGRAM  EVAlJRflM  AMO  CfOS-ON  SIMM**' 
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SPONSOR  PROGRAM  PROPOSALS 
(SPPs) 


•  MUST  ACCOMMODATE: 

•  TENTATIVE  CNO  DECISIONS  AMU  PRIORITIES  (CP*G) 

•  FISCAL  ANO  MANPOWER  CONTRCiS 

•  REQUIRED  EACT  OE  Off  CHANGES 

•  PRICING  CHANGES 

•  SHOULD  ADDRESS  NEEDS  AND  PRIORITIES  OF 

•  CLAIMANTS 

•  ASSESSMENT  SPONSORS 

•  SPP  MAOE  UP  OF  THREE  PARTS 

•  0A1A  BASE  UPDATE 

•  «SOV«CI  SPONWS  PM'I  FOM  0»;»  Iasi 

•  SPONSOR  PROGRAM  PROPOSAL  PRESENTATIONS 

•  ■ISH'RCE  SFtWKOd  IRK  IS  ro  FO«C  IMAICXI 

•  »HW(  SPONSORS  PROGRAMS 

•  SPONSOR  PROGRAM  PROPOSAL  DOCUMENTS  (SPPOi 

•  MM>I  UP  0»  «A»P  (Dot  |l  jp»  PRESENI4TI0N1 

•  Ft  US  l|F,«S  •:  CtAMANT  OFtiMU  «FU< 
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That  la  the  guts  of  the  CNO's  Programming 
and  Fiscal  Guidance  and  the  kinds  of  things 
that  are  Included  in  It. 

We  Include  not  just  fiscal  controls  and 
guidance  but  also  manpower  controls,  both 
officer  and  enlisted.  We  include  civilians, 
reserves,  contractlng-out,  etc.  This  Is  what 
the  resource  sponsors  are  doing  when  they  go 
Into  their  rooms  and  close  the  doors.  These 
are  the  kinds  of  things  they  have  to  accom¬ 
modate  as  they  are  building  their  programs. 
And,  when  they  are  all  done,  we  go  back  and 
look  at  It.  We  try  to  get  a  handle  on  how  this 
will  Improve  the  Navy,  given  all  of  the  home¬ 
work  we  have  done .  This  Is  the  process  that  we 
use  to  go  back  to  the  CNO  and,  finally,  to  the 
Secretary  of  the  Navy. 

Then  the  fun  begins .  This  Is  called  the 
"end  game  ."  (SLIDE  33] 
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PROGRAM  EVALUATION  AND 
DECISION  SUMMARY  (PEDS) 

•  SUMMARIZES  RESULTS  OF  DEVELOPMENT  PHASE  ANO 

MAJOR  UNRESOLVED  ISSUFS 

•  PRESENTED  TO  CEB  FOR  WO  APPROVAI/RESOUITION 

•  ALSO  PRESENTED  AS  SPECIAL  BRIEFING  TO  SECNAV 

•  SUMMARIZES  WO  PROPOSED  POM  ANO  MAIOR 
ISSUES 

CEB  WO  EXECUTIVE  BOARD 

V _ 
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PHASE  III  END  GAME 

APRI1  MAY 

1 

SUMMARY 

>-[ 

CNO/SECNAV  DECISIONS  1  , 
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■ 

•  ANNUAL.  CYCLIC  DECISIONMAKING  PROCESS 
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RESULTS  IN  THE  PROGRAM  OBJECTIVES  MEMORANDUM 
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This  Is  the  point  when — having  done  all 
our  homework — we  finally  come  down  to  what  the 
whole  process  really  Is  about.  It  Is,  to  a 
very  large  extent,  a  political  process.  I 
don't  mean  political  In  the  wrong  sense.  It  Is 
a  process  of  people  talking  to  people.  It  Is 
the  business  of  "You  have  shown  me  all  of  the 
analysis,  and  you  have  given  me  all  the  de¬ 
tails.  1  understand  all  of  that.  How  do  we 
Interact  with  each  other  now?  1  understand  all 
of  the  things  you  have  said.  Now,  how  do  I  put 
It  all  together?  How  do  1  make  It  whole?" 

This  Is  really  the  balancing  process.  In 
the  two  weeks  from  the  middle  of  April  to  the 
first  of  May,  we  go  through  a  very  intensive 
look  at  program  balance — again,  from  all  of 
these  different  perspectives.  There  are  a  lot 
of  people  talking  directly  to  the  CNO.  Admiral 
Metcalf  will  get  on  the  order  of  a  hundred 
calls  a  day  asking,  "Have  you  considered 
this?"  "Is  that  really  where  you  want  it  to 
be?" — that  type  of  thing. 

This  is  the  Navy  programming  process. 

(SLIDE  34] 

It  Is  a  process  that  makes  changes  at  the 
margin;  It  Is  not  a  bottoms-up  approach.  We 
have  tried  to  Incorporate  the  claimants  (the 
guys  who  have  to  execute,  the  guys  who  would 
have  to  fight)  to  the  extent  possible.  And  we 
have,  over  the  years,  gotten  more  and  more 
claimant  input  into  the  process — not  only  on 
how  we  should  fight,  but  also  on  what  re¬ 
sources  are  needed  to  execute  the  Navy 
program. 

It  is  a  sponsor-oriented  process.  0p-090, 
Admiral  Metcalf,  does  not  "own"  any  resources 
at  all.  He  Is  an  honest  broker.  He  has,  In  the 


best  sense,  no  particular  penchant  for  any 
particular  part  of  the  Navy.  And  this  is,  in 
the  final  analysis,  how  we  view  ourselves. 

Admiral  Metcalf:  I  would  like  to  take  just  a 
couple  of  minutes  to  summarize  what  our  system 
Is  and  what  l  consider  to  be  the  keystone.  The 
first  is  this  maritime  strategy.  A  significant 
difference  from  the  way  the  Army  and  the  Air 
Force  look  at  their  programs  is  that  the  Navy 
is  not  scenario-driven.  We  do  not  know  what 
our  scenario  is.  Along  with  the  ffarlne  Corps, 
we  are  all  over  the  place.  And  for  years  we 
have  been  grappling  with,  "Well  how  do  you-- 
given  that  you  don't  have  a  scenario — grapple 
with  this  problem?"  We  have  come  up  with  a 
method  called  the  "Maritime  Strategy  Assess¬ 
ment,"  which  is  one  of  the  first  things  you 
saw  here  in  the  initial  part  of  our  process 
(for  August).  It  is  something  which  has  a 
great  deal  of  input  from  both  the  CNO  and  the 
Secretary  of  the  Navy.  It  provides  a  basis  for 
measuring  the  appraisals.  We  measure  them 
against  this  maritime  strategy. 

The  second  thing — which  Is  key  to  the  way 
we  do  business — Is  the  Idea  of  a  resource 
sponsor  (or  a  responsibility).  This  concept 
allows  us  to  identify  who  is  in  charge,  and 
whom  to  hold  responsible,  for  program  de¬ 
velopment;  that  is  the  system  of  the  resource 
sponsor.  This  system  has  been  with  us  for  a 
number  of  years. 

The  third  significant  difference  is  this 
idea  of  the  CPFG.  That  is  how  we  move  re¬ 
sources  around.  The  question  always  comes  upi 
"All  right,  your  maritime  strategy  and  the 
assessments  you  go  through  say  that  you're 
deficient  in  AAW.  How  do  you  move  the  re¬ 
sources  from  one  place  to  another?" 
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Well,  what  we  do  in  0p-090  (the  office 
that  I  work  for)  is  this:  We  get  the  CNO's 
g'  idance  on  this  and  then  we,  quite  frankly, 
roughly  balance  the  program.  We  move  dollars 
from  one  part  of  the  Navy  to  another  as  best 
we  can,  to  balance  the  program  to  reflect  his 
guidance.  That  is  the  way  we  change  prior¬ 
ities.  And  that  RAD,  that  rather  complex 
matrix  that  Ray  described  to  you,  is  how  that 
gets  reflected  down  to  the  people  who  have  to 
do  the  work.  So,  we  move  dollars  around,  and 
that  is  how  we  shift  the  emphasis  in  the  way 
we  do  business.  Those  are  what  I  consider  the 
three  key  elements  in  the  way  the  Navy  does 
its  programming. 


DISCUSSION 

Question:  Do  you  or  Capt.  Walsh  move  dollars 
with  any  particular  controls  between  the  Navy 
and  Marine  Corps? 

Admiral  Metcalf:  They  are  split  up  with  a 
formula.  And  we  do  it  down  to  the  last  decimal 
point.  Actually,  General  Morgan  and  I  don't 
have  a  lot  to  do  with  it.  We  turn  that  over  to 
some  other  people.  Ray  does  it,  along  with  a 
Marine  Corps  colonel.  The  two  of  those  guys 
develop  the  split.  General  Morgan  and  I  look 
at  it,  and,  if  it  looks  pretty  good,  we  march 
off  and  try  to  sell  it  to  our  respective 
bosses.  It's  not  a  contentious  point. 

Ken  asked  how  blue  dollars  are  spent  in 
the  Marine  Corps.  1  think  that  calls  for  a 
little  explanation  of  what  blue  dollars  are. 
Blue  dollars  are  Navy  dollars,  which  are  spent 
by  the  Navy  part  of  the  Department  of  the 
Navy.  Some  of  those  dollars  are  spent  on 
Marine  Corps  programs.  That  can  very  often  be 
a  difficult  issue,  if  it  is  in  the  medical 
program,  where  the  Navy  provides  all  the  medi¬ 
cines  and  medical  treatment  for  the  Marines — 
wherever  they  are — through  the  Bureau  of 
Medicine  and  Surgery.  So,  it  is  a  kind  of  hard 
issue.  The  Marines  spend  blue  dollars  to  fly 
their  airplanes  around.  We  buy  certain  ele¬ 
ments  of  Marine  munitions.  I  think,  really, 
the  best  answer  is  that  we  do  it  very  care¬ 
fully  between  the  two  of  us.  And,  generally, 
once  we  decide  how  the  programming  and  the 
budgeting  go,  we  don't  have  a  lot  of  problems. 
Is  that  a  fair  statement,  General  Morgan? 

General  Morgan :  i  think  it  is.  As  you  clearly 
said,  we  use  the  green  dollars  to  put  our 
green  programs  together,  and  the  balance  is 
what  we  negotiate. 

Admiral  Metcalf:  That  is  a  very  good  way  of 
saying  it. 


General  Morgan:  I  might  also  say  that  the 
Marine  Corps  requirements  are  included  in  all 
of  the  analysis  as  well.  In  each  one  of  the 
places  where  the  Marines  have  an  input  into 
the  computer,  there  is  a  Marine  Corps  officer 
as  part  of  the  Navy  staff,  generating  the 
analysis  separately,  so  that  when  all  of  this 
is  done,  before  the  CPFG,  the  Marine  Corps 
requirements  and  the  Marine  Corps  programs  are 
incorporated  into  the  Navy  program. 

Admiral  Metcalf:  The  amphibious  ships,  the 
operation  of  those  amphibious  ships,  and  the 
procurement  of  them  are  done  by  the  Navy — done 
by  blue  dollars.  Green  dollars,  as  General 
Morgan  said  yesterday,  buy  the  kinds  of  things 
that  are  peculiar  to  the  Marine  Corps. 

Question:  The  other  day  you  objected  to  com¬ 
bining  the  POM  and  budget  processes.  I  guess 
that  the  rationale  was  that  you  really  didn't 

feel  the  POM  had  enough  budget  detail  to  be 

required  in  the  budget.  Yet,  looking  at  the 
procedures  you  showed  to  build  the  Pf-M.  I  just 
can't  see  you  going  into  any  more  detail  than 
that . 

Admiral  Metcalf:  You  are  absolutely  right.  If 
you  thougnt  that  I  objected  on  the  basis  that 
we  can't  get  the  detail,  you  misunderstood.  My 
own  philosophy  on  whether  we  should  have  a  POM 
and  then  a  budget,  and  combine  them  all  to¬ 

gether,  is  simply  the  problem  of  the  span  of 
control  of  the  decision-maker.  I  don't  think 
that  you  can  make  rational  decisions  in  the 

months  of  November  and  December,  if  all  of 

these  things  move  up  together.  The  Secretary 
of  Defense  and  his  immediate  senior  staff 
ought  to  have  as  much  time  as  we  do  in 

preparing  this  thing,  so  that  they  can  sit 
around  and  cogitate  about  where  they  are 
going.  That  is  my  real  problem  with  that 

concept . 

Comment  from  the  floor:  Programming  is  simply 
done.  The  budget  preparation  and  the  budget 
execution  are  centralized.  The  claimants  are 
the  ones  who  put  the  budget  together  after  the 
POM  is  submitted.  And  it  just  is  not  something 
that  the  OpNav  staff  is  capable  of  doing.  It 
should  be  done  out  in  the  field.  Navy  bud¬ 
geting  has  been  decentralized,  probably  since 
the  first  ship  was  deployed  to  the  Barbary 
Coast.  Mechanically,  it  would  be  an  almost 

impossible  task  for  the  Navy  to  have  budget 
preparation  done  at  the  same  time  as  program¬ 
ming ,  mainly  because  of  the  organization  of 
the  Navy.  If  you  decide  to  do  it  centrally, 
perhaps  it  can  be  done.  As  long  as  you  have 
the  type  commanders  out  in  Hawaii,  the  fleet 
commander  out  in  Hawaii,  and  the  CinCUSNavEur 
in  London,  all  putting  their  budgets  together 
on  the  basis  of  guidance  from  the  OpNav  staff, 
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in  the  detail  needed  to  support  the  Congres¬ 
sional  budget,  it  is  almost  impossible  me¬ 
chanically  for  the  Navy  to  complete  a  credible 
combined  review. 

Admiral  Hetcalf:  The  gentleman  who  asked  the 
question  is  Rear  Admiral  Stan  Fine,  who  for 
years  was  one  of  the  intellects  behind  the 
budgeting  system  we  have  right  now  in  the 
Navy,  and  now  one  of  our  more  thoughtful 
alumni . 

Question:  I  still  am  not  clear  about  the  role 
of  the  fleet  commander  in  this  process.  It 
seems  that  you  do  the  programming  for  the 
resources,  yet  he  is  charged  to  carry  out  the 
use  of  those  resources.  And  do  you  have  a 
problem  where  he  is  charged  to  carry  out  the 
mission  but  may  not  have  the  resources  that 
are  decided  on  by  the  sponsor  here  at  head¬ 
quarters?  I  don't  have  a  clear  picture  of  that 
relationship  yet.  Is  he  just  a  tactician? 
Where  does  he  come  into  resource  management? 

Admiral  Hetcalf:  He  manages  the  resources  and 
execution.  We  give  him  the  dollars.  And  it  is 
really  the  operating  dollars  that  the  fleet 
commander  deals  with.  It  is  one  of  the  more 
difficult  aspects  of  any  system  which  is 
tracking  from  program  to  execution.  The  re¬ 
source  sponsor  will  say,  "I  would  like  to  have 
this  done,  particularly  in  base  operating 
support"  (or  what  have  you),  and  he  will  put 
that  into  the  program.  Those  dollars  are 
eventually  given  to  fleet  commanders  (the 
"claimants"),  and  they  execute  that  program. 

The  problem  is  that,  very  often,  there  is 
an  enormous  difference  between  what  the  re¬ 
source  sponsor  wants  and  how  it  gets  executed. 
And  lots  of  that  is  the  facts  of  life.  I  like 
to  tell  the  OpNav  staff  that,  except  for  the 
ships  and  airplanes,  the  Navy  would  be  a  good 
deal  for  us  up  here  in  Washington,  because  we 
get  that  omnipotent  view  that  we  know  better 
about  what  is  going  on  than  the  people  who  are 
going  to  execute. 

Furthermore,  we  have  some  exalted  view 
that  we  know  more  about  what  is  going  to  hap¬ 
pen — two  or  three  times  ahead  of  that  execu¬ 
tion  point — than  the  guy  in  the  field.  So, 
there  is  that  problem.  In  my  judgment,  I  would 
not  do  away  with  that  problem,  because  we  are 
not  omnipotent  here,  particularly  in  the  op¬ 
erating  accounts.  For  Instance,  how  would  you 
program  for  Lebanon  right  now?  How  would  you 
plan  for  the  enormous  number  of  dollars  that 
the  Navy  is  expending,  along  with  the  Marine 
Corps,  to  maintain  our  presence  in  the  eastern 
Mediterranean?  It  is  not  programmed.  The 
claimants  have  got  to  spend  those  dollars,  and 
we  aren't  being  reimbursed  for  them.  And,  so, 
something  is  falling  out.  We  aren't  doing 
something. 


How  do  you  program  for  this  enormous  drug 
drill  that  we  are  going  through  in  Florida?  If 
we  get  ourselves  in  a  situation  where  we  are 
locked  up  and  we  in  Washington  say,  "Damn  it, 
that  is  how  it  is  going  to  be,"  we  are  in 
trouble.  And  I  view  that,  quite  frankly,  as 
the  danger  that  is  creeping  in  through  our 

capabilities  to  keep  track  of  what  everybody 
is  doing.  You  know,  1984  is  not  far  away  in 
the  real-world  sense.  It  is  disturbing. 

But  so  far,  we  have  been  able  to  keep  a 
balance.  We  are  getting  a  broad  sense  of  how 
the  executors  of  the  programs  are  doing — 

which,  I  think,  is  proper.  But  we  are  trying 
to  keep  it  in  a  rather  large  perspective,  so 
that  we  follow  the  thrust  and  then  see  what 
they  have  not  been  able  to  do. 

Now,  where  we  are  getting  the  claimants 
into  the  act  is  in  the  warfare  areas.  They  are 
out  there  seeing  what  is  happening.  We  are 

asking  them  more  frequently  what  we  need  to 
do.  And  this  is  Increasing,  as  we  progress 

more  and  more  into  getting  the  ClnCs  into  that 
act.  But  I  think  one  of  the  most  Important 
things  that  has  happened  this  past  year  in 
this  Administration  is  getting  the  CinCs  be¬ 
fore  the  DRB.  That  has  had  an  enormous  effect, 
because  what  is  happening  is  that  the  ClnCs 
(at  least,  the  Navy  ClnCs)  have  a  very  small 
program  shop.  They  used  to  deal  with  the  Con¬ 
troller,  and  what  they  would  complain  about 
were  potholes  in  runways.  When  we  would  get  a 
complaint  from  the  CinCs,  it  was  generally  at 
that  level.  Since  the  CinCs  have  to  go  to  the 
DRB  and  state  their  case  and  that  case  has  to 
be  in  general  program  terms,  they  have  started 
scrambling  around  and  saying,  "Where  the  hell 
are  my  programmers?" 

The  ClnCs  have  yanked  their  staffs  up  out 
of  the  execution  phase  and  have  some  people 
involved  in  programmatic  Issues — still  the 
same  five  people.  The  CinCs  themselves  are 
starting  to  take  a  look  at  where  we  are  going. 
The  dialogue  has  Increased  by  an  order  of 
magnitude  between  the  field  and  OpNav. 

Ray  showed  you  this  optional  input  from 
the  CinCs.  I've  made  it  optional  again  because 
I  am  not  sure.  In  the  first  place,  we  asked 
them  for  offsets.  Quite  frankly,  they  do  not 
have  the  staff  to  do  a  good  offset  Job.  What 
we  are  really  after  is  their  intellectual  view 
of  what  Is  happening.  But,  by  the  same  token, 
we  are  trying  to  ask,  "What  are  we  doing?" 
"Where  are  the  soft  spots  that  you  might  want 
to  go  with?”  We  are  trying  to  have  the  dia¬ 
logue  with  each  CinC  at  the  highest  level — not 
down  with  his  staff.  We  are  trying  to  involve 
the  ClnCs.  And  we  have  been  successful.  The 
pressure  associated  with  the  ClnCs  going  to 
the  DRB  is  what  has  done  It.  It  Is  just 
fascinating. 
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Now  they  want  more  people  In  their  pro¬ 
gram  shop,  and  we  are  saying,  "Wrong,  you  are 
doing  very  well  with  five.  Keep  It  small,  and 
let's  think  about  problems;  let's  not  pile  the 
data  up."  That  Is  what  tends  to  happen  if  you 
get  at  this  too  much. 

Dr.  Chu:  Ray  described  a  parallel  Secretary  of 
the  Navy  process  that  runs  alongside  the  re¬ 
view  program.  I  wonder  If  you  would  consider, 
perhaps,  combining  those  two  functions. 

Admiral  Metcalf:  The  question  Is — if  you 
recall  that  slide  that  Ray  showed  In  which  we 
had  a  CNO  process  and  the  Secretarial  pro¬ 
cess — is:  Would  there  be  some  merit  In  com¬ 
bining  the  two?  No — In  a  word.  The  reason  for 
that  is  that  the  way  the  Secretariat  operates 
is.  In  large  measure,  a  function  of  the  per¬ 
sonality  of  the  Secretary. 

The  particular  system  we  use  at  the  Sec¬ 
retarial  level  works  very  well  because  of  the 
way  Secretary  Lehman  wants  to  operate.  I  have 
been  in  this  business  going  on  eleven  years 
(In  various  capacities) — some  say  I  learn  very 
slowly  and  that  Is  why  I  keep  coming  back — and 
I  can't  see  other  Secretaries  working  that 
way . 

There  Is  an  enormous  amount  of  Interplay 
right  now  between  the  staffs,  and  I  find  my¬ 
self  going  between  the  two  at  a  high  rate  of 
speed.  We  try  to  keep  the  two  on  the  same 

track.  But  I  don't  think  it  Is  a  good  Idea  any 

more  than  I  think  that  OSD  and  the  services 

should  be  doing  their  process  together.  You 
know,  you  can't  do  them  entirely  together.  I 
would  not  Institutionalize  It  because  the  next 
Secretary  of  the  Navy  Is  going  to  change  It. 

Question:  I  would  add  to  that  that  It  isn't  so 
much  what  the  Secretary  of  the  Navy  wants  to 

do,  it  is  moic  what  the  Secretary  of  Defense 
wants  him  to  do.  You  heard  yesterday  the  dis¬ 
cussion  about  whether  there  ought  to  be 
service  Secretaries  and  whether  they  are  a 
contribution  or  an  Impediment.  When  we  had 
Paul  Nltze  as  Secretary  years  ago,  we  really 
got  the  Idea  of  Op-96  fr-,u  ''w\,  when  Nltze  had 
his  own  Op-96  function  working  for  him.  Op-96 
fell  Into  disuse.  The  Secretariat  has,  long 
since,  been  programming.  They  want  to  make 
decisions,  whether  they  have  the  information 
to  make  them  on  or  not. 

We  now  have  a  dynamic  Secretary  who  wants 
very  nwch  to  help  make  decisions.  We  could  get 
Into  a  position  of  Institutionalizing  a  system 
that  combines  Secretary's,  and  CNO's,  and 
Commandant's  phases.  That  system  would  prob¬ 
ably  fall  Into  decay  and  disuse  If  future 
Secretaries  worked  more  along  the  lines  of  the 


Secretaries  we  have  had  in  the  past  years  and 
weren't  either  as  Influential  or  as  interested 
in  programming  as  the  present  Secretary. 

Admiral  Metcalf:  1  would  like  to  answer  the 
question  that  they  didn't  hear:  "Are  Secre¬ 
taries  obsolete?"  (I  guess  that  was  the 
general  thrust  of  it.)  I  emphatically  don't 
think  so.  I  think  that  an  Immediate  civilian 
contact  with  OSD  Is  absolutely  essential  in 
the  system  we  use.  So,  1  find  that  the  Sec¬ 
retary  function  is  a  very  useful  one.  It  adds 
spice  to  the  game  sometimes,  but  thac  is  what 
it  is  all  about.  And  we  don't  always  neces¬ 
sarily  agree.  However,  any  disagreements  gen¬ 
erally  take  place  in  the  first  year.  I  found 
that,  sooner  or  later,  you  come  to  an  accom¬ 
modation.  Everybody  moves  about  halfway  and 
you  are  charging  off,  generally  in  the  right 
quadrant — or  some  quadrant. 

Question:  There  appears  to  have  been  a  great 
deal  of  improvement  and  Increased  emphasis  on 
data  base  development  and  crosswalks.  Are 
there  Indeed  crosswalks  with  all  of  these 
different  ways  of  dividing  the  money,  and  how 
do  you  handle  the  problem  of  allocation?  1 
mean  multipurpose  systems  such  as  ASW  and  AAW, 
for  example.  To  what  degree  can  you  make  macro 
kinds  of  decisions?  Or  does  everything  have  to 
be  on  a  very  micro  level?  What  about  these 
crosswalks? 

Admiral  Metcalf:  I  will  let  Ray  answer  in  a 
moment.  But  let  me  assure  you  we  can  do  the 
crosswalk,  and  we  can  allocate.  That  alloca¬ 
tion  may  be  kind  of  arbitrary.  For  instance, 
last  year  we  had  a  fiscal  bogey  of  some 
$3  billion,  which  was  taken  out  of  the  Navy, 
and  we  put  out  a  CNO  Program  and  Fiscal  Guid¬ 
ance  with  $3  billion  less  in  It.  We  allocated 
it. 

We  have  had  this  capability  now  for  ten 
years.  In  fact,  it  was  Invented  when  X  was 
first  in  this  business.  We  first  Invented  what 
was  called  a  resource  allocation  document, 
which  merely  was  a  matrix  with  the  guys  who 
had  the  responsibility  for  the  dollars  listed 
in  the  rows  and  the  people  who  were  respon¬ 
sible  for  looking  at  how  they  were  being  spent 
in  the  columns.  We  did  it  rather  arbitrarily, 
based  on  our  best  knowledge  of  where  resources 
ought  to  go.  It  isn't  easy  to  do  that  because 
you  have  to  make  some  judgments  as  to  who 
deals  with  what  dollars,  but  It  is  roughly 
right. 

The  CNO  or  the  Secretary  never  sees  this 
disaggregation.  In  other  words,  they  never  see 
the  fine-grain  detail.  I  try  to  keep  it  away 
from  them.  The  fact  is,  It  takes  you  a  while 
to  be  able  to  read  it.  It  is  complex.  We  don't 
want  them  to  read  the  details.  We  want  the 
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senior  decision-makers  to  look  at  the  aggre¬ 
gates*  But  we  find  it  very  useful  to  get  at 
the  fine  structure  because  we  are  making  peo¬ 
ple  responsible  for  what  they  are  doing,  and 
we  are  trying  to  get  a  better  interface  be¬ 
tween  the  resource  sponsors  and  the  ways 
people  are  spending  their  money  (particularly 
in  the  Material  Command).  Therefore,  we  have 
to  shred  it  out.  Ray,  do  you  want  to  add  to 
all  of  that? 

Captain  Walsh:  One  thing  that  I  guess  is 
true,  the  hardest  thing  to  get  at  for  a  mul¬ 
tipurpose  force  is  how  do  I  allocate  multi¬ 
purpose  ships  into  a  particular  mission?  The 
answer  is:  you  don’t.  We  deal  with  the  mis¬ 
sions,  the  crosswalks — if  you  will — and  we 
have  AAW,  ASW,  what-have-you.  We  also  have  a 
category  called  "Warships."  Within  that  cate¬ 
gory  are  all  the  resources  that  go  into  the 
multipurpose  warfare  capability.  When  a  mis¬ 
sion  sponsor,  for  example,  is  looking  at  ASW, 
he  looks  at  all  of  the  resources  that  are 
dedicated  to  ASW  and  then,  within  the  “War¬ 
ships"  category,  we  can  draw  across  those 
resources  or  perhaps  make  trade-offs  or  con¬ 
sider  alternatives  that  deal  in  both  packages. 
So,  we  have  the  capability  of  looking  both 
ways. 

We  also  have  a  capability  of  creating  a 
new  dictionary  for  doing  a  different  alloca¬ 
tion.  For  example,  if  you  wanted  to  look  at 
all  the  things  that  had  anything  to  do  with 

ASW,  recognizing  that  there  might  be  double- 
counting  with  the  guy  who  is  working  with  AAW, 
you  could  do  that,  and  you  would  end  up  with  a 
number  that  is  larger  than  the  sum  of  the 
whole  Navy.  But  the  data  base  is  flexible 
enough  to  allow  you  to  look  at  it  any  way  you 
want . 

Comment  from  the  floor:  1  think  there  is 

another  Important  part  to  that.  If  a  ship  is 
put  in  or  taken  out,  the  0p-90  people  don't 
put  in  and  take  out  the  support.  The  job  of 

the  platform  sponsor  and  resource  sponsor  is 

to  provision  that  ship,  provide  for  Its  over¬ 
hauls,  provide  for  its  manpower,  the  training 
of  the  manpower,  and  the  logistics.  So,  the 
responsibility  for  detailed  programming  is  not 
at  the  0p-90  level.  It  Is  at  the  resource 

sponsor  level. 

Now,  if  he  finds  in  the  total  that  he  has 
to  give  up  something  of  a  lower  priority  when 
there  Is  not  enough  money  in  the  pot,  he  may 
come  back  and  make  a  pitch  for  a  reallocation 
of  resources.  But  It  is  not  mechanistic,  when 
he  is  told,  "You  do  this  and  we  will  give  you 
the  resources."  He  is  basically  told,  "Here's 
your  bogey,  and  here  is  what  we  expect  of 
you." 


The  resource  sponsor  is  required  to  build 
a  balanced  program,  with  the  0p-90  staff 

checking  on  the  balance  at  the  end,  in  the 

sense  of  knowing  how  to  take  further  cuts  or 
redistribute  the  resources.  But  0p-90  does  not 
necessarily  give  him  more  resources  for  a 

specific  purpose. 

Question:  If  you  take  out  a  ship,  you  don't 
take  out  the  support,  too? 

Captain  Walsh:  We  don't  take  out  ships.  Let's 
take,  for  example,  last  year,  when  0p-03  was 
trying  to  meet  his  part  of  the  bogey,  and  the 
decision  was  made  to  reduce  the  number  of 
sh.ps.  When  0p-03  did  that,  he  took  some  of 

the  money  and  some  of  the  manpower  that  had 
been  associated  with  some  of  those  ships,  and, 
rather  than  take  it  out,  reapplied  it  to  other 
places  where  he  had  shortfalls.  The  resource 
sponsor  is  the  guy  who  does  the  detailed 
programming . 

Comment  from  the  floor:  I  would  argue  that  the 
essence  of  the  Navy  system  is,  true,  a  decen¬ 
tralized  system  for  management.  In  fact,  you 
may  remember  the  old  NARM,  where  people  would 
use  a  model  to  allocate  resources.  The  NARM 
has  not  been  used  since  1978  or  1979.  It  is 
functionally  dead.  But  the  control  mechanism 
is  the  CPFG.  The  resource  sponsors,  such  as 
0p-05,  are  responsible  for  building  a  balanced 
program  and  having  the  assessment  sponsors 
(like  0p-01  for  personnel  or  the  logisticians 
in  0p-04)  say,  "Yes,  that  is  an  adequately 
balanced  program."  But  it  is  not  a  centrally 
manipulative  program  with  central  resource 
allocation  models. 

Captain  Walsh:  There  is  a  lot  of  hearsay, 
there  are  a  lot  of — if  you  will — flstflghts, 
particularly  at  the  captain,  the  commander, 
and  the  three-star  level,  over  each  one  of  the 
intersections.  The  resource  sponsor  has  to 
convince  each  one  of  the  individual  mission 
sponsors  that  what  he  has  In  his  program  is 
balanced  against  all  his  responsibilities. 

Question:  I  would  like  to  pursue  that  just  a 

little  more.  Supposing  that  the  warfare  area 

assessment  people  say  we  need  more  in  ASW,  how 
do  you  decide  which  resource  sponsor  picks 
that  up? 

Captain  Walsh:  The  assessment  sponsor  has  got 
to  come  up  with,  not  only  how  and  what  we 

would  like  to  do,  but  also  what  kinds  of 
things  that  he  thinks  he  might  consider  giving 
up,  if  he  had  to  give  them  up.  When  you  roll 
it  all  together  into  the  full  summary  warfare 
appraisal,  the  CNO  may  say,  "Okay,  I  really 
need  to  do  some  more  things  in  ASW,  and  I 

think  where  I  want  to  do  It  is  in  submarines, 
or  I  want  to  put  more  emphasis  into  airborne 
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detection  or  over-the-horizon  radars.  At  the 
same  time.  In  the  process  of  doing  that,  the 
CNO  has  to  come  up  with  a  notion  of  what  he  is 
willing  to  give  up  and  come  back  with  guidance 
to  the  sponsors  in  broad  enough  detail  so  that 
they  will  be  able  to  make  those  changes. 

Admiral  Metcalf:  One  of  the  real  problems  is 
how  well  we  understand  what  the  CNO  wants  to 
do  when  we  lay  out  that  initial  fiscal  guid¬ 
ance.  If  we  are  close,  we  are  in  pretty  good 
shape.  If  we  are  off  significantly,  where 
either  the  CNO  or  the  Secretary  wants  to  beef 
up  one  area  at  the  expense  of  another,  we  have 
real  problems.  As  you  can  imagine,  we  then 
have  to  go  back  and  "tax"  the  resource  spon¬ 
sors.  And  we  do  that  rather  well. 

Question:  That  is  why  the  CPFG  comes  out  in 
the  middle  of  the  process.  At  the  front  end, 
when  all  the  assessments  are  being  done,  each 
mission  sponsor  and  warfare  sponsor  comes  In 
and  advocates  his  own  cause  and  says  why  he 
needs  a  lot  more  money.  Then  0p-090  and  0p-90, 
in  cooperation  with  the  CNO,  decide  which  ones 
make  the  best  case.  So,  if  the  question  is: 
"How  do  you  accommodate  more  ASW?"  the  CPFG  is 
the  document  that  allocates  more  ASW.  Right  or 
wrong? 

Admiral  Metcalf:  Oh,  yes,  absolutely. 

Captain  Walsh:  We  also  have  time,  after  that 
allocation,  to  take  a  look  at  it  and  see 
whether  the  new  product  is  better  than  the  old 
one.  If  it  Is  not  or  we  still  want  to  do  some 
other  things,  we  still  have  time  to  make 
changes . 

Admiral  Metcalf:  The  fact  is  that  all  you  have 
to  do  is  get  hold  of  our  CPFG,  and  you  can 
write  your  issue  papers,  because  that  is  how 
we  are  going  to  put  our  POM  together.  That  is 
where  the  rubber  meets  the  road  in  the  Navy, 
as  far  as  how  we  are  going  to  respond — or  not 
respond,  as  the  case  may  be — to  Defense  Guid¬ 
ance  is  concerned.  Defense  Guidance,  in  recent 
years,  has  been  an  unexecutable  document  in 
the  fiscal  sense.  We  have  to  decide  to  which 
parts,  and  to  what  extent,  we  are  going  to 
respond.  That  is  how  we  do  it.  And  that  is  how 
we  move  resources  back  and  forth  to  take  care 
of  those  problems. 

So  it  is  a  very,  very  Important  document. 
It  comes  out  after  we  get  the  Fiscal  Guidance 
from  OSD.  We  have  had  it  at  times  as  late  as 
the  first  of  March  because  OSD  and  OMB  did  not 
do  their  thing  on  time.  When  that  happens, 
generally,  the  whole  process  backs  up  because 
that  is  where  we  start  off.  However,  what  we 
do  in  a  case  like  that,  where  OSD  cannot  seem 
to  make  up  its  mind,  is  we  get  our  traplines 


out,  we  go  out  and  figure  out  what  our  ap¬ 
proximate  guidance  is  going  to  be,  we  get  out 
ahead  of  Milt  Margolis  and  company,  and  we 
make  a  guess  about  what  it  Is  going  to  be. 
Very  often,  we  have  put  POMs  together  based  on 
what  we  think  Fiscal  Guidance  is  going  to  be. 
We  may  not  know  what  it  is  going  to  be,  but  we 
can't  let  the  process  go  because  our  feeling 
is  that  the  senior  decision-makers  (the  CNO 
and  the  Secretary)  rate  at  least  as  much  time 
to  cogitate  over  what  is  going  on  as  we  guys 
down  in  the  trenches  do.  And  that  is  the 
philosophical  problem  I've  got  with  combining 
budgeting  and  programming,  other  than  the 
mechanical  problems  which  Admiral  Fine 
discussed . 

Question:  The  Marines  talked  about  putting 
together  a  core  program,  and  their  presenta¬ 
tion  might  be,  to  a  lot  of  us,  characterized 
as  incremental  from  the  past  programs.  Is 
there  a  notion  of  a  core  Navy  program  and,  if 
so,  is  that  identifiable  in  the  data  base? 

Admiral  Metcalf:  It  is  the  FYDP .  The  October 
FYDP  is,  in  a  sense,  our  core  program.  We 

don't  use  the  same  as  the  Marine  Corps.  But 

the  FYDP  represents  what  we  have  to  begin  with 
and  therefore  is  fundamentally  the  core.  For 
the  Navy,  I  think  that  is  the  nearest  thing  to 
a  core  program. 

Question:  The  concept  of  a  core,  then,  is 

quite  the  same  as  the  minimum  possible,  the 

minimum  essential? 

Admiral  Metcalf:  No.  We  have  thought  about 
that,  but  we  don't  say  specifically,  "This  is 
the  core."  That  is  an  interesting  concept.  It 
is  a  pessimistic  concept,  and  we — with  our 
current  Secretary  of  the  Navy — are  not  pes¬ 
simistic.  But,  the  way  the  Marines  use  it,  it 
isn't  pessimistic,  let  me  assure  you.  It  Is  an 
"acti-'st" — let's  go  out  and  see  what  we  can 
get  out  of  the  blue  boys — concept,  you  know. 
Besides,  we  love  it.  Fair  statement,  Tom? 

General  Morgan:  Yes,  a  fair  statement. 

Question:  You  asked  the  Air  Force  about  how 
they  are  going  to  make  rapid  adjustments,  and 
they  said  they  aren’t  planning  to  make  rapid 
adjustments.  And  I  wonder  how  you  would  re¬ 
spond  to  your  own  question — how  you  think  you 
are  structured  to  make  that  kind  of  rapid 
adjustment . 

Admiral  Metcalf:  The  question  for  the  Air 
Force  really  was  based  on  "How  do  you  go  out 
and  tell  the  Air  Force  organization  that  we 
are  looking  at  a  particular  level  because  we 
are  expecting  Fiscal  Guidance  at  a  lower 
level?"  We  do  that  every  year.  What  we  try  to 
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do  is  generate  a  certain  number  of  dollars 
around  the  margin.  This  year  we  are  looking  at 
it  saying  "It  may  be  more  real  than  it  has  in 
past  years,  but  we  don't  know."  And,  so,  the 
issue  is  how  you  generate  dollars  on  the  mar¬ 
gin.  That  is  the  real  question.  You  don't  have 
to  be  trying  to  guess  what  the  economy  is 
going  to  do,  but  it  is  a  question  of  how  you 
do  it.  And  we  do  it — as  I  mentioned — through 
this  idea  of  fiscal  guidance,  the  CPFG.  We 
also  do  it  in  these  appraisals.  These  apprais¬ 
als  are  fiscally  bound.  One  of  the  things  we 
have  done  this  year  is  we  have  said,  "We  have 
a  new  CNO  coming  in.  He  may  not  like  the  way 
you  are  going.  How  would  you  do  it  at  a  lower 
level  in  these  various  mission  areas?" — in 
other  words,  trying  to  get  a  band.  What  is  the 
band  of  uncertainty  in  the  program? 


We  try  to  get  some  idea  of  what  would 
happen  due  to  inflation  and  other  kinds  of 
things.  Last  year,  for  example,  in  the  Navy, 
we  took  a  btllion-dollar  hit  because  of  in¬ 
flation  indices.  That  was  entirely  unexpected 
and  was  over  and  above  Fiscal  Guidance.  And  we 
had  to  adjust  to  that.  We  had  to  tell  our 
system  how  to  do  it.  And  the  way  we  do  it,  is 
we  try  to  get  up  front  with  it.  That  is  really 
the  answer.  (1  was  Just  trying  to  figure  out 
how  the  Air  Force  would  do  something  like  that 
because  I  don't  think  you  can  wait  until  Fis¬ 
cal  Guidance  comes  out.  (At  least,  we  don’t 


think  you  can.)  You  have  got  to  start  early, 
thinking  the  unthinkable. 

Comment  from  the  floor:  There  may  be  change  in 
the  FY-1984  program  before  you  finish  devel¬ 
oping  the  FY-1985  POM. 

Admiral  Metcalf:  Of  course,  a  hell  of  a 
change.  So,  you  have  to  be  ready  to  go.  And 
this  year  seems  to  be  more  uncertain  than 
others.  That  is  the  separation  between  the  way 
the  CNO  side  of  the  house  would  operate  and 
the  Secretariat  side  of  the  house.  We  have  the 
responsibility  to  put  a  balanced  program  to¬ 
gether.  And  you  can't  stick  your  head  in  the 
sand  and  wait  until  a  truck  runs  you  down.  You 
have  got  to  start  thinking  about  it  ahead  of 
time.  Now,  how  do  you  do  that  and  maintain 
your  loyalty  to  support  the  President's  bud¬ 
get,  support  the  FYDP?  That  is  the  program. 
And  that  is  the  delicate  balance  we  have  to 
maintain.  We  do  It  through  our  resource  spon¬ 
sor  systems,  telling  them  they  have  to  have 
balanced  appraisals  and  giving  them  arbitrary 
bogeys:  "If  we  went  down  to  this  level,  how 
would  you  appraise  our  capabilities?  What 
could  we  do  to  make  ourselves  better?" 

We  are  going  through  that  process  right 
now.  It  is  a  normal  process.  We  do  it  every 
year.  There  seems  to  be  more  urgency  this  year 
than  others,  but  that  is  from  the  pragmatic 
side  of  the  house.  Programmers  have  to  be 
pragmatic  to  hold  off  the  woodpeckers. 
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The  problem  of  how  to  allocate  resources 
1  the  Department  of  Defense  has  been  a  sub¬ 
let  of  intense  debate  since  the  Second  World 
War.  In  their  landmark  book.  The  Economics  of 
Defense  in  the  Nuclear  Age,  Hitch  and  McKean 
argue  that  increased  efficiency  in  the  alloca¬ 
tion  of  defense  resources  will  result  if  deci¬ 
sion  makers  recognize  and  are  aware  "that 
military  decisions,  whether  they  specifically 
involve  budget  allocations  or  not,  are  in  one 
of  their  important  aspects  economic  decisions, 
and  that  unless  the  right  questions  are  asked, 
the  appropriate  alternatives  selected  for 
comparison,  and  an  economic  criterion  used  for 
choosing  the  most  efficient,  military  power 
and  national  security  will  suffer."** 

[SLIDE  1J  It  is  the  thesis  of  this  paper 
that  as  far  as  logistics  and  other  support 
programs  are  concerned  the  resources  alloca¬ 
tion  system  does  not  ask  the  right  questions 
or  provide  decision  makers  with  the  infor¬ 
mation  they  need  to  make  "efficient  deci¬ 
sions.'  In  the  following  pages  we  will  review 
the  development  of  support  programming  from 
1961  to  the  present  and  suggest  an  alternative 
way  of  asking,  *fiow  much  support  is  enough?" 
These  major  points  will  be  made:  /\ 

1.  Over  the  past  two  decades,  the  Depart¬ 
ment  of  Defense  (DoD)  has  been  more 
concerned  with  the  identification  and 
allocation  of  support  costs  than  the 
development  of  support  alternatives  or 
the  efficient  programming  of  support 
resources.  Historically,  the  Planning, 
Programming,  and  Budgeting  System 
(PPBS)  has  emphasized  weapon  system 
procurement  rather  than  the  effi 
clent  management  of  DoD  in  a  projected 
wartime  environment. 


*  This  paper  was  summarized  at  the  conference. 
In  the  interest  of  completeness,  it  is  printed 
here  in  it's  entirety.  "Efficiency  in  Military 
Decisions"  is  the  title  of  the  seventh  chapter 
of  Charles  J.  Hitch  and  Roland  McKean's  clas¬ 
sic,  The  Economics  of  Defense  in  the  Nuclear 
Age ,  (Cambridge:  Harvard  University  Press, 
I960). 

**  Hitch  and  McKean,  op.cit . ,  p.  107. 
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SUPPORT  PROGRAMMING  - 
A  HISTORICAL  PERSPECTIVE 
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2.  Support  programming  in  the  DoD  has  not 
adequately  responded  to  two  fundamental 
changes  in  the  PPB  System  which  date 
from  the  late  1960s:  fiscal  constraints 
and  participatory  or  decentralized 
programming. 

3.  Traditional  support  “costing”  tech¬ 
niques  such  as  the  cost  factors  hand¬ 
book,  manpower  standards,  and  re¬ 
quirements  modeling  do  not  provide 
programmers  with  the  information  needed 
to  make  informed  decisions  In  the 
resource  allocation  system. 

4.  In  order  to  Insure  that  adequate  infor¬ 
mation  on  costs  and  benefits  is  being 
presented  to  decision  makers  at  all 
levels,  the  Office  of  the  Secretary  of 
Defense  (OSD)  and  Service  programming 
staffs  must  develop  appropriate  pro¬ 
gramming  methodologies  which  provide 
information  about  the  marginal  costs 
and  marginal  benefits  of  support 
programs. 


SUPPORT  PROGRAMMING  IN  A  CHANGING  DEFENSE 
ENVIRONMENT 

Over  the  past  twenty  years,  concerns  about 
support  programs  have  changed  significantly, 
and  yet  techniques  for  programming  support 
have  remained  largely  changed  and  inadequate.* 


*  For  a  comprehensive  review  of  changes  in 
support  programming,  see  Charles  W.  Groover, 
"Some  OSD  Perspectives  on  Logistics  Planning 
and  Defense  Readiness:  The  Last  Decade  and  a 
Preview,"  Air  Force  Journal  of  Logistics,  Vol. 
V,  No.  4,  Fall  1981,  pp.  2-7. 
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Support  Programming:  1961-1969 

During  the  1960s,  considerations  of  sup¬ 
port  were  not  integrated  into  the  PPBS  process 
for  resource  allocation.  Support  was  con¬ 
sidered  an  adjunct  to  life-cycle  costing  as 
part  of  the  weapon  system  procurement  pro¬ 
cess.  Attempts  were  made  to  provide  a  better 
single  estimate  of  the  resources  "required"  to 
supporL  a  given  force  unit,  such  as  a  B-52 
wing,  and  to  minimize  the  required  support  in 
the  design  of  new  weapon  systems.  However, 
questions  of  alternative  support  programs  and 
the  adequacy  of  support  fundings  were  not  a 
subject  given  programmatic  consideration. 

[SLIDE  2]  Support  programming  started  in 
the  1960s  with  Robert  McNamara,  his  perception 
of  management  problems  in  the  operation  of  OSD 
and  the  way  he  approached  the  position  of  Sec¬ 
retary  of  Defense.  During  the  1950s  there  was 
no  unified  system  for  planning  and  budgeting 
within  the  DoD.  The  President  decided  on  an 
overall  level  of  defense  spending  for  the 
forthcoming  budget,  the  Secretary  of  Defense 
allocated  this  among  the  Services,  and  each 
Service  prepared  its  own  budget.  Late  in  the 
budget  cycle  the  Services  submitted  their  bud¬ 
gets  to  the  Secretary  of  Defense  who  tried  to 
balance  their  requests  and  construct  a  unified 
and  consistent  budget. 

The  perceived  faults  of  this  approach  to 
defense  decision  making  are  well  documented. 
Hitch  saw  this  approach  as  a  "rather  ineffi¬ 
cient  way  to  go  about  preparing  the  defense 
budget... — the  end  result  was  not  balanced 
effective  military  forces."*  Enthoven  noted 
that  in  the  1950s  the  "result  of  requirements 
planning  done  without  explicit  regard  to  cost, 
and  budget  planning  done  without  explicit  re¬ 
gard  to  needs ... produce(d )  imbalances  and 
i nconsistencies . "** 

When  President  Kennedy  took  office,  he 
instructed  McNamara  to  develop  the  forces 
necessary  to  meet  military  requirements  with¬ 
out  regard  to  arbitrary  budget  ceiling  and  to 
procure  and  operate  the  force  at  the  lowest 
possible  cost.  McNamara's  emphasis  on  weapon 
system  procurement  and  force  structure  manage¬ 
ment  was  explained  by  Hitch  as  follows: 

Secretary  McNamara  made  It  known  that  he 

wanted  to  manage  the  defense  effort  in 

terms  of  meaningful  program  entitles  or 


*  Charles  J.  Hitch,  Decision  Making  for 
Defense ,  (Berkeley:  University  of  California 

Press,  1965),  p.  24, 

**  Alain  C,  Enthoven  and  K,  Wayne  Smith,  How 
Much  Is  Enough?  (New  York:  Harper  and  Row, 

Publishers  ,  1  9 ?  1 ) ,  p.  15. 


outputs  like  the  B-52  force.  He  would 
have  to  know  in  order  to  optimize  the 
ailocation  of  resources  the  cost  of,  for 
example,  a  B-52  wing — not  only  the  cost 
of  equipping  the  wing,  but  also  the  cost 
of  manning  and  operating  it  for  its  life¬ 
time.  ...Only  then  would  he  he  in  a  po¬ 
sition  to  assess  the  cost  and  effective¬ 
ness  of  a  B-52  wing  as  compared  with 
other  systems  designed  to  perform  the 
same  or  similar  missions.* 

The  emphasis  on  weapon  systems,  force 
structure,  and  life  cycle  costs  was  reflected 
in  the  structure  of  the  FYDP,  and  the  manage¬ 
ment  of  the  programming  system  by  the  Systems 
Analysis  Office. 
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The  Five  Year  Defense  Plan  (FYDP) 

In  response  to  the  problems  of  the  1950s, 
McNamara  and  Hitch  developed  programming  as  a 
bridge  between  planning  and  budgeting  and 
created  a  new  management  information  system — 
the  Five-Year  Defense  Plan — to  show  the  total 
cost — development,  Investment,  and  operating — 
of  their  force  program  elements.  The  FYDP  and 
its  program  element  structure  broke  up  support 
programs  in  order  to  allocate  support  to  in¬ 
dividual  force  elements.  The  designers  of  the 
system  argued  that, 

If  requirements  for  support  follow  di¬ 
rectly  froj  the  number  of  combat  units, 
then  an  independent  decision  is  not 
needed  to  establish  those  requirements. 
Support  units  of  this  type  should  there¬ 
fore  not  be  defined  as  separate  program 


*  Hitch,  op  clt.  pp.  27-28. 
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elements;  instead  the  resources  required 
can  be  allocated  directly  to  program  ele¬ 
ments  according  to  the  best  available  es¬ 
timates  of  the  relationship  existing 
between  combat  forces  and  support 
tequirements.  *  [SLIDE  3] 
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In  fact,  the  original  Program  VII — the 
General  Support  program — was  defined  by  Hitch 
as  "the  'all  other'  program  containing  all  the 
activities  not  readily  allocable  to  mission 
forces  or  weapon  systems."  It  seems  that  those 
who  argued  for  explicit  consideration  of 
costs,  benefits,  and  alternatives  in  the 
choice  of  weapons  systems  did  not  extend  that 
view  to  the  choice  of  support  systems. 

The  effect  of  viewing  support  as  an  ad¬ 
junct  to  weapon  system  decisions  was  to  de¬ 
prive  senior  defense  decision-makers  of  the 
Information  necessary  to  make  decisions  on  the 
size  and  organization  of  defense  support  pro¬ 
grams.  Such  Items  as  squadron  maintenance,  re¬ 
plenishment  spares,  and  POL  were  recorded  as 
direct  costs  in  primary  program  elements  like 
"B-52”  or  "F-15."  Depot  maintenance  and  con¬ 
trol  supply  services  are  considered  indirect 
costs  and  recorded  In  Program  VII.  Disaggre¬ 
gating  logistics  Into  direct  support  for  in¬ 
dividual  weapon  systems  and  indirect  support 
does  not  provide  an  integrated  view  of  lo¬ 
gistics  as  a  whole  system.  For  example.  In 
planning  maintenance  and  supply  support,  the 
assignment  of  work  to  different  levels  of 
maintenance — organizational,  Intermediate,  or 
depot--will  greatly  Impact  the  total  cost  ef¬ 
fectiveness  of  the  weapon  system  program;  yet 


*  Department  of  Defense  Study  Report,  "Pro¬ 
gramming  System  for  the  Office  of  the  Secre¬ 
tary  of  Defense,"  June  2b,  1962, 


the  formal  structure  of  the  FYDP  does  not 
foster  such  program  considerations  of  alterna¬ 
tive  support  systems. 

The  Systems  Analysis  Office 

The  emphasis  on  weapon  system/force 
planning  was  also  reflected  In  the  structure 
and  work  of  the  Systems  Analysis  Office.  Or¬ 
ganizationally  there  was  no  group  of  analysts 
charged  with  examining  support  options  In  the 
same  way  that  weapon  systems  were  being  ex¬ 
amined.*  Consideration  of  support  was  left  to 
the  cost  office  as  part  of  their  considera¬ 
tions  of  life-cycle  costs,  or  to  the  manpower 
requirements  office.  [SLIDE  4] 
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The  Draft  Presidential  Memorandum  (DPM) 
programming  process — the  focus  of  work  in  the 
System  Analysis  Office — reflected  the  weapon 
system  emphasis.  In  1968,  there  were  sixteen 


*  Blnkin  has  argued  that  "McNamara's  analysts 
focused  on  force  level  and  modernization 
issues  (because)  each... had  hundreds  of  mil¬ 
lions  of  dollars  hanging  In  the  balance  and 
was  closely  related  to  major  policy  decisions. 
Both  the  intellectual  challenge  and  the  possi¬ 
bility  of  large  swings  In  defense  spending 
were  strong  motivations.  In  contrast,  there 
were  no  central  advocates  for  support  spend¬ 
ing,  and  there  was  reason  to  believe  that,  if 
the  forces  were  shaped  properly,  the  budget 
process  would  serve  to  keep  support  spending 
in  line... In  contrast  to  force  and  modern¬ 
ization  Issues,  support  Is  a  complex  conglom¬ 
eration  of  thousands  of  small  diversified 
activities  and  its  analysis  is  much  more  dif¬ 
ficult."  Martin  Binkin,  Support  Costs  in  the 
Defense  Budget,  (Washington:  The  Brookings 
Institution,  1^72) ,  p.  8. 
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DPMs  produced.  Only  one — the  Logistics  Guid¬ 
ance  for  General-Purpose  Forces — dealt  with 
support ,  and  that  was  limited  to  consideration 
of  war  reserve  material  levels.  Consideration 
of  the  efficiency  of  the  support  establishment 
and  support/force  mix  was  not  part  of  the  pro¬ 
gramming  process. 

The  Intellectual  neglect  of  support 
Issues  during  the  1960s  was  so  complete  that 
even  in  retrospect  Enthoven  could  see  support 
only  as  a  cost  Item  to  be  captured  as  part  of 
a  weapon  system  procurement  process.  How  Much 
Is  Enough?  is  an  account  of  his  service  in  the 
Pentagon;  he  notes  that  "the  management  of  the 
vast  (support)  outlays  has  not  been  adequately 
Integrated  with  top-management  decisions  or 
tne  overall  planning  process  of  the  Depart¬ 
ment."  He  argues,  however,  that  "these  defects 
...create  two  kinds  of  problems.  First,  the 
top  management  of  the  Department  cannot  make 
good  decisions  when  the  costs,  other  than 
procurement,  are  unknown ...( and )  second,  in¬ 
centives  for  efficient  operations  In  the  field 
are  badly  distorted  (since  commanders  cannot 
control)  such  major  Items  as  military  person¬ 
nel,  equipment,  and  real  estate,  which  are 
given  to  them  In  kind."*  Enthoven  does  not 
argue  for  an  explicit  consideration  of  alter¬ 
native  support  programs. 

The  effect  of  neglecting  support  during 
the  programming  process  was  to  undermine  the 
effectiveness  of  the  PPBS.  If  the  1950s  were 
marked  by  unrealistic  planning  and  inconsis¬ 
tent,  disjointed  budgets,  the  same  can  be  said 
of  the  DFM-programming  system  of  the  1960s. 
Enthoven  notes  that  during  the  1950s,  "the  JCS 
regularly  recommended  forces  costing  roughly 
25  to  35  percent  more  than  the  final  budget 
the  President  believes  the  nation  should  pro¬ 
vide."**  A  similar  situation  existed  in  the 
1960s.  The  Systems  Analysis  staff  did  not  know 
in  advance  the  size  of  the  budget  needed  to 
implement  all  of  the  programs  approved  by  the 
Secretary  of  Defense.  Since  the  DPMs  were  pre¬ 
pared  by  mission  area  and  did  not  cover  the 
entire  defense  program,  one  senior  Systems 
Analysis  official  noted  In  1969  that,  "the 
lack  of  overall,  explicit  financial  guidance 
led  to  unrealistically  expensive  defense  pro¬ 
grams  which  had  to  be  cut  drastically  during 
the  annual  budget  review  In  the  last  few 
months  of  the  year....  By  necessity,  these 
cuts  often  had  to  be  made  without  adequate 
regard  for  their  long-range  Impact  on  military 
capability  and  cost."***  [SLIDE  5] 


*  Enthoven,  op.clt . ,  pp.  316-317. 

**  Enthoven,  op.clt . ,  p.  38. 

***  Charles  Rossottl,  "The  PPBS  and  Systems 
Analysis  In  the  U.S.  DoD."  Unpublished  speech 
before  the  Japan  Defense  Society,  November  6, 
1969. 
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Reforming  The  PPBS:  1969 

Efforts  to  reform  the  PPBS  in  1969  should 
have  had  a  major  effect  on  the  way  support  was 
programmed.  The  three  primary  reforms  were: 

•  A  revitalized  National  Security  Coun¬ 
cil  and  its  explicit  review  of  our 
world-wide  national  security  objec¬ 
tives  and  policies  in  the  context  of 
alternative  strategies,  force  struc¬ 
ture,  and  budgets.  Since  support  ac¬ 
counted,  in  1969,  for  30  percent  of 
DoD's  TOA  and  50  percent  of  its  man¬ 
power,  it  could  no  longer  be  ignored. 

•  The  issuance  by  the  Secretary  of  De¬ 
fense  to  the  services  of  explicit 
fiscal  guidance  together  with  stra¬ 
tegic  and  programming  guidance.  The 
combination  of  fiscal  and  program 
guidance  was  designed  to  get  the  ser¬ 
vices  to  become  cost-conscious  and 
search  out  tradeoffs  which  would  im¬ 
prove  capability  within  a  given  budget 
level. 

•  A  lessening  of  the  Influence  of  the 
Systems  Analysis  Office  and  a  return 
to  decentralized  or  "participatory 
management"  where  the  services  were 
responsible  for  the  development  of 
their  own  program. 

[SLIDE  6]  The  summer  of  1969  was  the  last 
time  that  force  planning  memoranda  were  pro¬ 
duced  by  Systems  Analysis  and  the  first  time 
an  attempt  was  made  to  "size"  the  entire  de¬ 
fense  program.  The  Manpower  and  General  Sup¬ 
port  Major  Policy  Memorandum  tried  to  provide 
out-year  projections  of  support  requirements 
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consistent  with  the  forces  proposed  in  the 
force  planning  memorandum.  This  was  accom¬ 
plished  by  building  resource  allocation  models 
based  upon  the  "existing"  support  system.*  A 
balanced  logistics  program  was  implicitly  de¬ 
fined  in  relation  to  a  specific  point  in  time 
and  the  average  (sometimes  marginal)  historic 
cost  per  weapon  system  as  reported  by  the 
services  in  their  cost  factors  handbooks. 
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MAJOR  REFORMS 

•  NSC  STUDIES  OF  ALTERNATIVE. 

-  STRATEGIES 
FORCE  STRUCTURE 

-  BUDGETS 


-  FISCAL 
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*  PARTICIPATORY  MANAGEMENT 


This  cost  "factor"  approach  to  support 
programming,  while  a  step  forward  for  the 
Systems  Analysis  staff,  was  not  consistent 
with  the  new  emphasis  on  fiscal  guidance  and 
participatory  management .  In  1970,  under  the 
pressure  of  substantial  budget  reductions,  the 
factor  approach  to  balance  gave  way  to  a 
search  for  “sufficiency."  This  recognized  that 
projected  existing  level  of  support  obtained 
by  applying  the  services'  support  cost  factors 
to  their  recommended  programs  was  not  neces¬ 
sarily  optimal  and  that  a  relative  reduction 
in  support  was  a  viable  alternative  to  re¬ 
ducing  combat  forces  in  a  fixed  or  reduced 
budget  environment.  Specifically,  the  Air 
Force  during  the  preparation  of  their  FY-1971 
program  stated  a  requirement  for  $1,413  mil¬ 
lion  for  depot  maintenance  but  chose  to  al¬ 
locate  only  $981  million.  Unfortunately,  no 
one — Systems  Analysis  or  the  Air  Force — could 
state  the  consequence  of  not  fully  funding  the 
Air  Force's  "requirements.’' 

Support  Programming  in  the  1970s 


[SLIDE  7J  A  support  program  was  "in  balance" 
if  it  provided  the  same  relative  level  of  sup¬ 
port  in  the  out  years  as  existed  in  the  base 
year . 
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MANPOWER  AND  GENERAL  SUPPORT  MAJOR 
POLICY  MEMORANDUM:  1969 


•  FIRST  ATTEMPT  TO  BUILD  TOTAL  DEFENSE  PROGRAM 

•  GOAL  WAS  A  BALANCED  PROGRAM 

•  BALANCE  -  SAME  RELATIVE  LEVEL  AS  BASE  YEAR 

•  REQUIREMENTS  NOT  RELEVANT  TO  PROGRAMMING 

•  PROGRAMMING  QUESTIONS  I8INKINI 

-  WHAT  ARE  THESE  RESOURCES  BUYING* 

-  WHAT  DO  THEY  CONTRIBUTE  I 

•  PROGRAMMING  CAPABILITY 

-  ANALYTICAL  MODELS  DO  NOT  EXIST 


During  the  1970s  there  was  heightened 
awareness  of  the  critical  role  support  plays 
in  determining  the  effectiveness  of  our  forces 
and  the  shape  of  our  defense  budget.  Given 
increases  in  support  costs  and  relatively 
fixed  budgets,  defense  programmers  had  to  (1) 
reduce  the  number  of  force  units  and/or  their 
activity  level,  (Z)  cut  modernization  programs 
and  (3)  reduce  the  level  of  support.  The  fun¬ 
damental  support  programming  question  stated 
by  Binkln  in  1972  was,  "What  are  these  re¬ 
sources  buying,  and  what  does  its  output  con¬ 
tribute  to  national  security?"  His  basic  con¬ 
clusion:  "The  analytical  models  needed  to 

begin  to  answer  these  questions  have  not  been 
developed ."* 

The  Defense  Resource  Management  Study 

The  way  support  was  programmed  was  a 
major  concern  of  the  Defense  Resource  Man¬ 
agement  Study  (DRMS).  [SLIDE  8]  In  1977  the 
Secretary  of  Defense,  in  response  to  a  request 
by  the  President,  commissioned  the  DRMS  to 
conduct  a  searching  organizational  review 
Into  several  resource  management  issues."** 
The  study  group  argued,  as  I  have  above,  that 
the  original  PPBS  was  weapons-oriented  and 
that  it  was  "net  designed  to  be  systematic 
about  operations  and  support  costs."***  Their 
review  of  support  programming  in  the  1970s 


*  This  section  is  based  on  my  paper, 
"Logistics — Its  Planning,  Programming,  and 
Budgeting  in  the  Office  of  the  Secretary  of 
Defense  1968-1970,"  P-4881,  The  Rand  Cor¬ 
poration,  August  1972. 


*  Blnkin,  op.  clt . ,  p.  9. 

**  Donald  B.  Rice,  Defense  Resource  Management 
Study:  Final  Report,  (Washington:  U.S.  Govern¬ 
ment  Printing  Office,  1979),  p.  v. 

***  Rice,  op. clt ,  p.  2. 


highlighted  two  important  problems:  the 
Inadequacies  of  the  current  FYDP  structure  and 
the  lack  of  consideration  of  alternative  sup¬ 
port  structures. 


As  noted  above,  the  FYDP  was  constructed 
with  a  strong  weapons-system  orientation.  The 
original  designers  saw  support  as  a  cost  item 
that  was  to  be  allocated  to  major  force  pro¬ 
gram  elements.  Project  PRIME  and  later  the 
Visibility  and  Management  of  Operating  and 
Support  Costs  (VAMOSC)  cost  reporting  systems 
were  attempts  to  provide  better  cost  alloca¬ 
tions.  Early  attempts  to  build  a  relevant  sup¬ 
port  classification  system  using  FYDP  program 
elements  were  not  successful  due  to  the  very 
nature  of  the  FYDP.  The  DRMS  recommended  that 
"the  FYDP  structure  should  be  redesigned 
through  a  major  effort  to  create  a  structure 
based  on  data  elements  that  permit  comparable 
and  consistent  treatment  of  support  and  force 
activities  ."* 


•  "Past  studies  of  maintenance  and 

supply  support  have  indicated  that 

changes  in  logistics  support  concepts 
and  procedures  can  significantly 
affect  combat  effectiveness  and 

cost . "* 

•  The  Office  of  the  Assistant  Secretary 
of  Defense  (Program  Analysis  and 
Evaluation) — formerly  the  Systems 
Analysis  Office — had  lost  its  ability 
to  analyze  manpower  or  logistics 
alternatives . 

•  Review  of  individual  logistics  func¬ 
tions,  such  as  depot  maintenance,  have 
concentrated  on  peacetime  efficiencies 
rather  than  on  considering  the  inter¬ 
dependence  of  logistics  functions  and 
their  contribution  to  wartime  combat 
capability. 

•  The  emphasis  in  the  early  1970s  on  the 
"tooth-to-tail"  ratio  and  "other  sim¬ 
plistic  measures  obscures  the  syner¬ 
gistic  relationship  between  combat 
forces  and  support.  The  results  of 
these  reviews  have  sometimes  reduced 
combat  flexibility  and  effective 
ness  out  of  proportion  to  any  cost 
savings ." 

•  "More  recently,  the  focus... has 
changed  to  reflect  the  Department's 
Increased  concern  with  readiness  and 
sustainability .  Their  recommendations, 
however,  have  sought  to  increase  ef¬ 
fectiveness  primarily  by  increasing 
the  level  of  resource  Input  to  the 
current  support  structure....  Alter¬ 
natives  which  Involve  modifying  these 
structures  have  received  comparatively 
little  attention."** 


The  DRMS  were  also  critical  of  the  lack 
ot  consideration  of  support  alternatives.  They 
noted : 

•  "The  organization  of  support  activ¬ 
ities  and  the  distribution  of  expendi¬ 
tures  across  support  activities  will 
affect  the  amount  of  combat  capability 
that  can  be  obtained  for  any  given 
funding  level.  Thus,  we  must  also  be 
concerned  with  the  efficiency  of  sup¬ 
port  delivery  processes."** 


*  Rice,  op.clt . ,  p.  25. 

**  Rice,  op.  cit ■ ,  p.  43. 


Improving  peacetime  material  readiness 
and  sustainability  has  become  the  major  em¬ 
phasis  of  defense  programming  in  the  19S0s. 
While  this  emphasis  is  pleasing  to  logis¬ 
ticians,  current  programming  procedures  in  the 
Services  and  OSD  still  do  not  ask  the  fund¬ 
amental  support  programming  question,  "What 
are  these  resources  buying,  and  what  does  its 
output  contribute  to  national  security?" 


*  Donald  B.  Rice,  Defense  Resource  Management 
Study:  Case  Studies  of  Logistics  Support  Al¬ 
ternatives^  (Washington :  U.S.  Government 
Printing  Office,  1979)  p.  v. 

**  Rice:  Final  report,  op.clt . ,  p.  43. 
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In  I960,  Hitch  and  McKean  argued  that  "It 
cannot  be  stated  too  frequently  or  emphasized 
enough  that  economic  choice  Is  a  way  of  look¬ 
ing  at  problems  and  does  not  necessarily 
depend  upon  the  use  of  any  analytic  aids  or 
computational  devices."*  In  fact,  this  argu¬ 
ment  is  just  as  valid  in  the  1980s.  Hitch  and 
McKean  suggested  that  the  antithesis  of  an 
economic  approach  to  resource  allocation  was 
the  "requirements"  and  “priorities"  ap¬ 
proaches.**  Unfortunately,  these  approaches 
continue  to  dominate  support  programming. 

The  current  priority  approach  is  re¬ 
flected  in  the  FY  1983  Defense  Report  to  the 
Congress,  which  states,  "action  which  in¬ 
creases  the  readiness  of  our  current  forces  to 
requisite  levels  must  take  precedence  over 
modernization  as  expansion  of  our  forces.  Fur¬ 
thermore,  actions  which  assure  acceptable  com¬ 
bat  sustainability  of  our  forces  have  nearly 
as  high  a  priority  as  necessary  readiness 
improvements."***  [SLIDE  9J 
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of  the  resources  required  to  attain  and  main¬ 
tain  these  goals,  and  (c)  fully  funding  the 
requirement .* 

The  current  requirements  and  priority 
approaches  reflect  not  only  a  lack  of  explicit 
consideration  of  costs  and  benefits,  but  also 
alternatives.  The  POM-84  Issue  Book  notes  that 
"material  readiness  depends  on  (six  factors): 

•  the  Inherent  reliability  and  maintain¬ 
ability  of  each  system/ equipment . 

•  the  Inherent  reliability,  fault  sol¬ 
ution  capability,  and  availability  of 
test  and  diagnostic  equipment. 

•  sufficient  numbers  of  logistics  per¬ 
sonnel,  possessing  requisite  training 
and  experience,  in  combat  and  deploy¬ 
able  support  units. 

•  the  capacity  and  responsiveness  of  the 
logl 8 1 lc8  infrastructure. 

•  the  availability  of  spare  components 
and  parts. 

•  the  resources  provided  to  repair, 
overhaul,  and  maintain  end  items, 
components,  and  munitions."** 

However,  It  is  asserted  that  "only  the  latter 
two  factors  can  be  directly  affected  wholly 
by... action  during  the  POM  review. . .(and 
therefore  senior  defense  decision  makers 
should)  focus  principally  on  the  last  two 
aspects  of  the  Services  program."  In  other 
words,  such  things  as  "the  capacity  and  re¬ 
sponsiveness  of  the  logistics  infrastructure” 
should  not  be  the  "principal  focus”  of  the 
resource  allocation  system.**  This  seems  par¬ 
ticularly  unfortunate,  since  a  recent  study  by 
the  General  Accounting  Office  reported  that 


The  most  comprehensive  statement  of  the 
requirement  approach  can  be  found  in  the 
POM-84  Readiness  and  Other  Logistics  Issue 
Book.  The  stated  procedures  see  logistics 
programming  as  (a)  establishing  operational 
availability  goals  for  each  weapons  systems/ 
equipment,  (b)  determining  the  "best  estimate" 


*  Hitch  and  McKean,  op . cl t . ,  p.  120. 

**  Hitch  and  McKean,  op, clt . ,  pp.  120-123. 

***  Executive  Secretary  to  the  Defense 
Resources  Board,  DoD  Program  Review:  FY  84- 

88,  Readiness  and  Other  Logistics,  Issue  Book 
Five,  June  25,  1982,  p,  3. 


*  Issue  Book  Five,  op. clt . ,  p.  4.  The  GAO  re¬ 
cently  noted,  however,  that  "a  number  of  sys¬ 
temic  problems  were  impairing  the  Services' 
requirements  determination  process  for  sup¬ 
plies  and  spare  parts.  ...Because  item  re¬ 
quirements  are  a  constantly  'moving  target,' 
the  Air  Force  and  Navy  cannot  be  certain  of 
which  aircraft  spares  and  repair  parts  to  buy 
until  months  after  their  Initial  budget  sub¬ 
missions."  General  Accounting  Office,  Re¬ 
quirements  and  Production  Capabilities  Are 
Uncertain  for  Some  Air  Force,  Navy,  and  Marine 
Corps  Aircraft  Spares  and  Repair  Pairs.  PLRD- 
82-77,  July  22,  1982,  pp.  5-6. 

**  Issue  Book  Five,  op.cit . ,  p.  4. 
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"many  aircraft  operational  readiness  problems 
were  caused  by  maintenance  problems  and  other 
reasons ...  rather  than  a  lack  of  sufficient 
funds . "* 

The  lack  of  consideration  of  alternative 
concerning  support  programs  is  not  new.  In 
1972,  Binkin  stated  that  he  wrote  his  book. 
Support  Costs  in  the  Defense  Budget:  The  Sub¬ 
merged  One -Third,  in  order  “to  increase  public 
awareness  that  alternative  support  programs 
exist."  He  argues  that: 

•  "Alternative  support  programs  and 
their  controlling  policies  should  be 
examined  by  the  executive  branch  and 
the  Congress.  Creater  efficiency  in 
the  support  establishment  could  re¬ 
lease  funds  either  to  buy  additional 
defense  capability  at  a  constant  bud¬ 
get  level  or  to  maintain  a  constant 
capability  at  a  lower  budget  level. 

•  "It  is  difficult  to  examine  alter¬ 
native  support  programs  because 
bureaucratic,  political,  economic,  and 
timing  constraints  tend  to  silence  de¬ 
bate  over  support  issues  and  spending 
levels . 

•  "To  overcome  these  constraining  in¬ 
fluences,  the  executive  branch  should 
bring  support  programs  under  existing 
multiyear  planning  procedures,  and 
the  Congress  should  explicitly  control 
the  allocation  of  funds  to  support 
functions . "** 


The  legacy:  Twenty  Years  of  Support  Programming 


Over  the  past  two  decades  several 
schools  of  thought  have  developed  about  how 
support  should  be  programmed  has  developed. 
The  dominant  school  views  support  programming 
as  determining  the  required  support  associated 
with  each  force  unit.  This  thinking  has  domi¬ 
nated  the  structure  of  the  FYDP,  the  design 
of  such  accounting  systems  as  PRIME***  and 
VAMOSC****  and  the  work  of  such  groups  as  the 
Cost  Analysis  Improvement  Group  (CAIG)***** 


*  GAO,  op ■ c it . ,  p.  i. 

**  Binkin,  op . c 1 t . ,  pp.  3-4. 

***  Enthoven,  op.clt . ,  p.  317. 

****  Alvin  M.  Krager,  "The  VAMOSC  Connection: 
Improving  Operating  and  Support  Costing," 
Concepts .  Spring  1981,  Volume  4,  No.  2,  p.  95. 

*****  Milton  A.  Margolls,  "Improving  Cost  Es¬ 
timating  in  the  Department  of  Defense,"  Con¬ 
cepts ,  Spring,  1981,  Vol.  4,  No.  2,  p.  7. 


and  OP-96D.*  It  is  supported  by  those  who  set 
arbitrary  operational  readiness  goals  without 
regard  to  threat  or  risk,  and  try  to  "fully" 
fund  the  resulting  requirement.*  It  is  per¬ 
vasive  in  major  force  effectiveness  studies 
which  routinely  neglect  the  impact  of  support 
on  weapon  system  effectiveness.**  [SLIDE  10) 
This  school  found  its  highest  expression  in 
such  programming  models  as  the  Navy  Resource 
Model  and  the  Army  Dollar  Resource  Allocation 
Model.*** 


Slide  10 


THE  LEGACY 

ALTERNATIVE  VIEWS  OF  SUPPORT  PROG  RAMMING 

•  REQUIREMENTS 

-  WEAPONS  SYSTEMS  STUDIES 

-  LCC 

-  NAVY  RESOURCE  MODEL  (NARM) 

-  LOGISTICS  REQUIREMENTS  MODELS 

•  LOGISTICS  MANAGEMENT 

-  STRUCTURAL 

-  POLICY 

-  COMBAT  EFFECTIVENESS 
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*  John  Nieroski  and  Carl  Welbourn,  "Overview 
of  Cost  Analysis  in  the  Navy,"  Concepts , 
Spring,  1981,  Vol.  4,  No.  2,  p.  127. 

**  The  authors  of  "Sea  War  85,"  for  example, 
"assumed  that  weapon  and  sonobuoy  availabilty 
would  not  be  constrained.  ...(They)  calculated 
expenditures  of  some  types  of  weapons  and 
sonobuoys • . .and  compared  these  expenditures  to 
current  and  projected  inventories.  (However, 
their)  campaign  analysis  methodology  was  not 
designed  for  this  purpose  and  the  resulting 
estimates  have  very  limited  applicability." 
Cairn  E.  Miles  and  Peter  P.  Perla,  III, 
Sonobuoy  and  Weapon  Expenditures  for  Sea  War 
85,  Secret,  Center  for  Naval  Analysis,  CNA  80- 
0306.10,  December  31,  1980. 

***  The  NARM  System  provided  the  Navy  pro¬ 
gramming  office  (0P-90)  with  a  tool  for 
analyzing  the  cost  and  resource  implications 
of  various  force  structures  and  operating 
tempos.  For  an  overview  see  Diane  P. 
Sonnenberg  and  Daniel  B.  Levine,  Introduction 
and  Users  Manual  for  the  Navy  Resource  Model 
(NARM) ,  Center  for  Naval  Analyses ,  CNA  8i- 
1115.08,  July  28,  1982.  Also  see:  Leonard  S. 
Freeman,  "The  Army  Budget  and  Combat  Capa¬ 
bility,"  Defense  Systems  Management  Review, 
Vol.  I,  No.  4,  pp.  45-52. 
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A  contrary  school  argues  that  logistics 
should  be  viewed  as  a  complete  system  subject 
to  the  same  cost-effectiveness  analysis  ac¬ 
corded  weapon  system  decisions,  that  both 
structural  and  policy  decisions  about  support 
systems  have  a  strong  effect  on  cost  and  com¬ 
bat  effectiveness,  that  support  activities 
should  have  to  compete  for  scarce  funds.  They 
note  that,  In  the  context  of  a  limited  budget, 
force/support  trade-offs  are  constantly  being 
made  without  even  the  most  rudimentary  Infor¬ 
mation  being  provided  to  decision  makers.* 

THE  IMPORTANCE  OF  "ASKING  THE  RIGHT  QUESTION" 

Hitch  and  McKean  emphasize  the  Importance 
of  "asking  the  right  question."  In  the  last 
section,  I  argued  that  over  the  past  20  years 
the  "right"  questions  about  costs,  benefits, 
and  alternatives  have  not  generally  been 
asked.  In  this  section  I  consider  how  support 
was  programmed  by  the  Navy  during  the  develop¬ 
ment  of  POM-84.  I  will  argue  that  critical 
Information  needed  by  decision  makers  was  not 
developed  because  the  right  questions  were  not 
asked.  The  two  examples  are  the  way  support 
questions  were  treated  as  part  of  the  Warfare 
Appraisals  and  the  programming  of  funds  to 
repair  avionics  and  other  aircraft  components. 
The  Navy  Is  currently  changing  the  way  it 


"asks  the  question"  in 

order 

to  provide  more 

useful  information  to 
makers.  [SLIDK  11] 

Its 

senior 

decision 

Appraisals 

During  POM-84,  the 

Navy 

did  not 

highlight 

aupport/force  Issues 

In 

their 

Warfare/ 
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-  FISCAL 
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*  See  Steve  Drezner  and  Richard  Hlllestad, 
"Logistics  Models:  Evolution  and  Future 
Trends,"  unpublished  paper,  The  Rand  Corp. 


Appraisal  process.  Appraisals  considered,  for 
example,  the  Impact  of  the  size  of  the  ord¬ 
nance  magazine  on  the  effectiveness  of  ships 
in  the  battle  force,  but  did  not  consider  the 
Impact  of  current  or  future  programmed  ord¬ 
nance  levels  on  the  Navy's  ability  to  fight. 
They  showed  senior  decision  makers  the  "re¬ 
quirement"  for  unrep  ships  but  did  not  con¬ 
sider  the  impact  that  the  programmed  shortage 
of  unrep  ships  would  have  on  battle  force  op¬ 
erations.  While  the  Readiness  and  Sustain¬ 
ability  Appraisal  showed  readiness,  modern¬ 
ization  sustainability,  and  force  structure 
resource  trends  over  time.  It  did  not,  with 
one  notable  exception,  show  the  likely  Impact 
of  logistics  shortfalls  on  either  the  opera¬ 
tion  of  the  logistics  system  or  the  projected 
combat  capability  of  the  fleet.*  [SLIDE  12] 
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SUPPORT  PROGRAMMING  IN  NAVY  POM-84 


APPRAISALS 

•  DID  NOT  CONSIDER  IMPACT  OF  SUPPORT  ON  COMBAT 

capability  or  cost 

•  PRESENTED  STATEMENT  OF  ABSOLUTE  REQUIREMENTS 

•  MACRO  STATISTICAL  PROJECTIONS 

-  MISSION  CAPABLE  RATE  FORECAST  AND  NAVMAT 

REQUIREMENT  DID  NOT  MATCH 

•  MEASURES  OF  EFFECTIVENESS 

-  »  REQUIREMENT  FUNDED 

SPf 

•  SPONSORS  DID  NOT  FULLY  FUND  SUPPORT 
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One  problem  with  POM-84  was  the  way  the 
support  question  was  asked.  Appraisals  were 
developed  under  the  concept  that  each  ap¬ 
praisal  will  address  broad  Issues  within  the 
warfare  area,  identify  deficiencies  and  re¬ 
quirements,  and  recommend  priorities  for 
program  development.** 

An  alternative  view,  which  Is  being 
followed  during  POM-85  development  Is  that; 


*  A  review  of  the  Navy  system  can  be  found  In 
Bernard  Rostker's,  Navy  Management  Program — 
Planning,  Programming-^  Budgeting  System  Study, 
POM-84  Assessment  and  Recommendations, 
(CNA)82-1139,  28  July  1982.  The  exception 

noted  was  a  multiple  regression  analysis  of 
observed  mission  capable  rate  and  aggregate 
funding  levels  for  the  period  FY  1970-1979. 
See  Eliot  Feldman,  John  Lobl,  and  Mark  Pankln, 
The  Impact  of  Resources  on  Naval  Aircraft 
Readiness ,  Mathtech,  Inc.,  May  1982. 

**  Navy,  POM-84-1,  OP-90. 
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"Appraisals  provide  the  analytical  basis  for 
CNO  decisions  regarding  priorities  and  pro¬ 
gramming  resources.  Alternatives  will  be  de¬ 
veloped  to  accommodate  fiscal  and  manpower 
resource  constraints  and  the  impact  of  each 
alternative  upon  capabilities  will  be  ad¬ 
dressed  for  each  area."* 

Logistics  Programming 

The  Navy's  acceptance  of  the  requirements 
approach  to  support  programming  during  POM-84 
is  reflected  in  its  staff  instructions  for 
preparing  their  POM.  The  staff  was  directed  to 
identify  absolute  support  requirements  and 
told  that  internal  Navy  assessments  of  the  POM 
would  consider  the  adequacy  of  a  program  in 
terms  of  its  ability  to  fund  the  identified 
requirement.**  Furthermore ,  the  various  OSD 
and  Navy  guidance  documents  reinforced  this 
view  of  adequacy  in  terms  of  “funding  the 
Identified  requirement,"  The  Defense  Guidance 
states  that,  "Services  will  fully  fund  the 
best  estimates  of  the  requirements  for  com¬ 
ponent  repair  and  procurement  of  initial 
spares."  The  CNO's  Guidance  directs  the  Navy 
staff  to  fully  "fund  ship  and  aviation  spares 
requl rement s . "  (SLIDE  131 

Current  research  at  the  Center  for  Naval 
Analyses  Is  questioning  the  requirements 
approach  by  examining  what  would  happen  if  the 
support  establishment  were  not  asked  to  state 
single,  absolute  requirements  but  were  asked 
to  present  cost/capahllity  options  to  senior 
decision  makers.  We  want  to  see,  if  we  ask  the 
question  differently,  whether  we  can  modify 
the  existing  req  irements  methodology  to  pro¬ 
vide  more  relevant  information  about  costs  and 
benefits.  For  example,  current  statements  of 
requirements  for  spare  parts  are  developed  by 
determining  the  funds  necessary  to  meet  the 
following  goals: 

•  XX  days  of  wartime  support  for  de¬ 
ployed  units. 

•  XX  days  of  peacetime  support  for  CONUS 
units . 

•  XX  days  of  peacetime  operating  stock 
at  the  wholesale  level. 

Another  way  to  view  the  support  programming 
problem  is  to  determine  how  many  days  of  war¬ 
time  support  can  be  purchased  at  various  fund¬ 
ing  levels.  An  example  of  how  the  Navy  could 
relate  spare  parts  dollars  to  days  of  support 
Is  given  In  table  1.  This  table  was  developed 
using  LAMPS  helicopter  data  and  Navy  stocking 
rules  for  aircraft.*** 

*  Navy",  POM-84- 4 ,  OP-90. 

**  Navy,  OP-9!)  POM  Serial  POM  84-5. 

***  This  analysis  was  based  upon  work  by  Nancy 
Spruill  and  Peter  Evanovtch  of  CNA. 
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FULLY  FUND  THE  REQUIREMENT 

•  NAVY  STAFF  INSTRUCTED 

-  IDENTIFY  ABSOLUTE  REQUIREMENT 

-  ASSESS  IN  TERMS  OF  ABILITY  TO  FULLY  FUNO 

•  GUIDANCE 

-  DG:  FULLY  FUNO 

-  CPFG:  FULLY  FUNO 
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-  DETERMINE  THF.  REQUIREMENT 
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TABLE  1 

LAMPS  SUPPLY  COST/ CAPABILITY  OPTIONS 


Days  of  wartime  Total  cost 

support  (AVCAL)  (Mllllona  of  dollars) 


60 

223 

70 

256 

80 

276 

90 

288 

100 

338 

no 

366 

120 

389 

The 

problem  with 

single 

requirements 

statements 

— the  90-day 

line 

highlighted 

above — is 

that  there  are 

always 

more  require- 

ments  than  available  funds  [SLIDE  14]  and 
the  decision  maker  is  provided  with  no  infor¬ 
mation  as  to  what  might  happen  if  he  did  not 
"fully  fund  the  requirement."  By  comparison. 
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FULLY  FUND  THE  REQUIREMENT 


PROBLEMS 

•  MORE  REQUIREMENTS  THAN  FUNDS 

•  DOES  NOT  PROVIDE  INFORMATION  NEEDED 

TO  BUILD  A  BALANCED  PROGRAM 
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cost/capability  options  do  not  arbitrarily 
predetermine  a  single  operational  goal,  such 
as  XX  days  of  wartime  support,  but  presents 
alternatives  to  decision  makers  which  enable 
them  to  balance  competing  demands  within  a 
constrained  set  of  resources.  {SLIDE  15}  The 
development  of  cost/capability  options  also 
recognizes  the  basic  decentralized  nature  of 
Navy  programming  and  tries  to  Involve  the 
functional  manager  and  his  traditional  re¬ 
quirements  determination  models  in  the  pro¬ 
gramming  process.  [SLIDE  16] 

SUMMARY  AND  CONCLUSIONS 

The  conclusion  of  this  paper  Is  that  the 
way  the  DoD  has  programmed  support  activities 
for  the  past  20  years  is  inadequate.  Though 
the  game  plan  was  laid  out  over  20  years  ago. 
It  certainly  has  not  been  followed.  The  PPBS 
does  not  provide  senior  decision  makers  with 
the  information  needed  to  make  informed  de¬ 
cisions.  The  major  points  are:  (SLIDE  17} 

1.  Over  the  past  two  decades,  the  De¬ 
partment  of  Defense  has  been  more 
concerned  with  the  identification  and 
allocation  of  support  costs  than  the 
development  of  support  alternatives 
or  the  efficient  programming  of  sup¬ 
port  resources.  The  Planning,  Pro¬ 
gramming,  and  Budgeting  System  (PPBS) 
has  emphasized  weapon  system  procure¬ 
ment  rather  than  the  efficient  man¬ 
agement  of  DoD  fn  a  projected  wartime 
environment . 

2.  Support  programming  in  the  DoD  has 
not  adequately  responded  to  two  fun¬ 
damental  changes  in  the  PPB  System 
which  date  from  the  late  1960s:  fis¬ 
cal  constraints  and  participatory  or 
decentralized  programming. 

3.  Traditional  support  "costing"  tech¬ 
niques,  such  as  cost  factors  hand¬ 
books,  manpower  standards,  and  re¬ 
quirements  modeling,  do  not  provide 
programmers  with  the  information 
needed  to  make  informed  decisions  in 
the  resource  allocation  system. 

4.  In  order  to  insure  that  adequate  in¬ 
formation  on  costs  and  benefits  are 
being  presented  to  decision  makers  at 
all  levels,  the  OSD  and  service  pro¬ 
gramming  staffs  must  develop  appro¬ 
priate  programming  methodologies 
which  provide  Information  about  the 
marginal  costs  and  marginal  benefits 
of  support  programs. 
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COST/ CAPABILITY  OPTIONS 

ADVANTAGES 

•  RECOGNIZED  DECENTRALIZED  NATURE  OF  NAVY  PROGRAMMING 

•  INVOLVES  FUNCTIONAL  MANAGERS 

•  EXTENTION  OF  TRADITIONAL  REQUIREMENT  PROCESS 

•  NOT  BASED  UPON 

-  MACRO  STATISTICAL  PROJECTIONS 

-  DETAILED  SCENARIOS 

•  PROVIDES  DECISION  MAKER  WITH  INFORMATION 

ALWAYS  MORE  REQUIREMENT  THAN  FUNDS 

-  MOW  MUCH  IS  GIVEN  UP  IF  REQUIREMENT  IS  NOT 

FULLY  f  UNOED> 
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SUMMARY: 

TWENTY  YEARS  OF  SUPPORT  PROCRAMMING 

•  DoD  EMPHASIS  ON  SUPPORT  COSTS.  NOT  SUPPORT  PKOCRAMMISd 

•  SYSTEM  HAS  NOT  EVOLVED  OVER  TIME 

•  TRADITIONAL  COSTING  IS  INADEQUATE 

•  NEED  TO  DEVELOP  NEW  MODELS 

-  MARGINAL  COSTS  AND  BENEFITS 

-  SUPPORT  STRUCTURES  AND  POLICIES 

-  ACCEPTABLE  TO  FUNCTIONAL  MANAGERS 

•  NEED  TO  CHANGE  A  NO  EMPHASIZE 

-  COST /CAPABILITY  OPTIONS.  NOT  REQUIREMENTS 

-  SUPPORT  OPTIONS.  NOT  WEAPON  SYSTEM  PROCUREMENT 

-  WARTIME  CAPABILITY  NOT  PEACETIME  EFFICIENCY 
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Dr.  Cha  (written  statement):  CNA  has  gra¬ 
ciously  asked  that  I  summarize  the  comments  I 
made  from  the  floor  on  Dr.  Rostker's  paper, 
"Efficiency  in  Military  Decisions:  The 
Frustrating  Case  of  Support  Programming," 
since  difficulties  in  the  recording  process 
prevented  transcription. 

Dr.  Rostker  has  provided  a  stimulating 
paper,  and  the  issues  that  he  raises  deserve 
serious  debate.  But  I  am  concerned  by  a  state¬ 
ment  in  his  report  that  “The  current  require¬ 
ments  and  priority  approaches  reflect  not  only 
a  lack  of  explicit  consideration  of  costs  and 
benefits,  but  also  alternatives.” 

Dr.  Rostker  cites  the  FY-1983  Defense 
Report  as  part  of  the  evidence  for  his  conclu¬ 
sion.  But  he  neglects  important  elements  of 
the  legislative  history  that  led  up  to  the 
Report — the  Fall  1981  planning  process,  and 
the  Summer  1981  program  review.  Imperfect  as 
they  may  have  been,  the  1981  Defense  Resources 


Board  meetings  did  debate  the  broad  alter¬ 
natives  available  to  the  Department,  and  their 
costs.  The  DRB  listened  to  the  views  of  the 
commanders  of  the  unified  and  specified  com¬ 
mands,  who — In  an  unprecedented  step — were 
asked  twice  to  appear  before  the  DRB  as  a 
group,  for  a  total  of  4  days  of  meetings. 
Based  on  these  discussions,  and  other  evi¬ 
dence  available  to  them,  the  Secretary  and  the 
Deputy  Secretary  chose  the  priorities  embodied 
in  the  Defense  Report  that  Dr.  Rostker  quotes 
in  his  paper.  It  is  therefore  Inaccurate  to 
characterize  the  Department  as  setting  out  re¬ 
quirements  without  consideration  of  the 
alternatives . 

In  short,  I  fear  that  Dr.  Rostker's  paper 
paints  an  unfair  picture  of  the  current  deci¬ 
sion-making  process.  1  find  the  right  kinds  of 
questions  do  get  asked — and  that  we're  con¬ 
stantly  improving  our  ability  to  answer  them 
well.  To  the  extent  that  Dr.  Rostker  is  recom¬ 
mending  further  improvement,  however,  we  can 
all  concur  in  his  prescription. 
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PANEL  piSCUSSION:  PPBS-THE  FUTURE 

Moderator:  Or.  Bernard  Rostker 

Center  for  Naval  Analyses 

Or.  David  Chu 

Director,  Program  Analysis  and  E valuation 
Office  of  the  Secretary  of  Defense 

Major  General  C.  J.  Cunningham,  Jr.,  USAF 

Director,  Programs  and  Evaluation 
Headquarters,  United  States  Air  Force 

Dr.  Lawrence  J.  Korb 

Assistant  Secretary  of  Defense 
I Manpower ,  Reserve  Affairs ,  and  Logistics) 

Rear  Admiral  Joseph  Metcalf  III,  USN 

Director,  General  Planning  and  Programming 
Department  of  the  Navy 

Major  General  T.  R.  Morgan,  USMC 

Deputy  Chief  of  Staff  for  Requirements  and  Programs 
Headquarters,  United  States  Marine  Corps 

Major  General  Max  W.  Noah,  USA 

Director,  Program  Analysis  and  E valuation 
Headquarters,  United  States  Army 

Dr.  Rostker:  The  conference  discussions  have 
been  kind  of  mild  during  the  past  two  days. 
However,  I  think  the  previous  paper  may  have 
stimulated  discussion  a  bit.  What  I  would  like 
to  do  is  call  on  each  panel  member  for  an 
opening  statement.  The  panels  on  Thursday  and 
Friday  evening  addressed  the  past  and  the 
present .  I  hope  this  roundtable  will  help  uh 
understand  where  programming  is  going  in  the 
future.  With  that,  let's  begin  with  Dave  Chu 
and  Just  work  our  way  down  the  table  with 
opening  comments  from  each  panelist. 

Dr.  Chu:  Thank  you,  Bernie. 

I'd  like  to  begin  with  three  comments  on 
the  current  process,  and  then  offer  some  ob¬ 
servations  on  likely  future  developments. 

First  is  the  enhanced  role  of  the  service 
Secretaries,  one  of  the  most  important  aspects 
of  today's  Planning,  Programming,  and  Bud¬ 
geting  System.  That  was  brought  out  in  last 
night's  discussion. 

Second,  I'd  like  to  comment  on  the  im¬ 
plication  that  near-term  constancy  of  service 
shares  Indicates  a  "problem"  of  some  kind. 
Would  we  really  expect  to  see  significant 
changes  in  service  or  claimant  shares  on  a 
year-to-year  basis?  Much  of  the  Defense  De¬ 
partment  budget,  as  people  here  know  well, 
goes  for  paying  the  operating  costs  of  our 
existing  forces  and  procuring  items  authorized 
in  prior  years.  You  can't  turn  the  Defense 
Department  budget  around  on  a  dime. 

Over  time,  however,  as  one  of  the  evening 
panelists  made  clear,  you  do  see  slglf leant 


shifts.  The  Air  Force  share  that  was  quoted  to 
us  for  the  1960s  is  far  different  from  the  Air 
Force  share  today.  Service  shares  have  been 
debated.  They  generated  a  contentious  issue  at 
the  start  of  the  Administration,  and  we  have 
made  some  adjustments  over  time.  For  instance, 
extra  TOA  was  given  to  the  liavy  in  fiscal 
1983,  at  the  expense  of  its  1984  TOA  line,  to 
fund  fully  the  two  carriers  that  we  requested 
from  the  Congress.  We  will  also  see  some 
shifts,  over  time,  to  support  the  strategic 
program,  even  though  it  represents  a  modest 
share  of  the  total  Defense  budget. 

For  all  the  good-natured  implicit  criti¬ 
cism  that  constant  service  shares  are  somehow 
"bad,"  I  should  note  the  anguished  screams 
from  the  participants  when  reallocations  have 
been  made. 

My  third  observation  about  the  present 
system  involves  the  "quick  drill"  issue, 
thickness  is  bad  to  the  extent  that  it  results 
in  poor  information  being  transmitted.  But  I 
have  had  several  senior  civilian  appointees 
note  that  there  is  an  advantage  to  quickness: 
You  can  make  some  difficult  decisions  when 
they  have  to  be  made  quickly — decisions  that 
would  otherwise  be  very,  very  hard  to  make  in 
a  long-drawn-out  process  of  consultation.  No 
one  objects  to  consultations,  but  there  is 
virtue  to  speed  when  it  comes  to  deciding  to 
give  certain  things  up. 

In  terms  of  the  future  of  PPBS,  let  me 
outline  four  likely  characteristics  of  the 
process . 

First,  I  would  like  to  extend  my  ob¬ 
servations  beyond  programming,  because  plan¬ 
ning  is  one  of  the  areas  of  greatest  interest 
to  the  Secretary.  What  is  evolving  slowly  over 
time  is  a  system  that — while  it  continues  the 
formal  planning  that  leads  up  to  the  Defense 
Guidance — stresses  special  studies  mandated  by 
the  Deputy  Secretary  in  his  role  as  Chairman 
of  the  DRB.  These  involve  ad  hoc  groups  that 
look  at  specific  problems  that  arise  during 
the  programming  process--issues  that  clearly 
cannot  be  resolved  immediately.  In  that 
regard,  1  think  one  of  the  most  interesting 
things  to  watch  over  time  is  the  role  of  the 
Chairman  of  the  Joint  Chiefs  of  Staff.  What 
kind  of  role  does  the  Chairman  play  in  ad¬ 
judicating  important  programmatic  Issues  via 
these  special  studies? 

A  second  future  development  is  greater 
stability  in  the  Defense  program,  trying  to 
get  us  away  from  a  situation  that  requires  us 
to  develop  a  new  five-year  plan  at  least  once 
a  year.  That  will  be  difficult,  given  the 
macro  instability  of  the  Defense  top  line,  to 
which  others  have  alluded.  But  I  think  one  of 
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the  effects  of  multiyear  procurement,  which 
has  been  pressed  from  the  acquisition  side  of 
the  house,  is  to  give  greater  stability  to 
Defense  programming.  In  the  past,  when  budgets 
went  up  or  down,  we  changed  the  number  of  the 
"eaches"  we  bought.  That  still,  of  course,  is 
feasible  on  the  "up"  side.  For  multiyear  pro¬ 
grams,  it  is  much  harder  on  the  "down"  side. 
(And  that  may  restrain  the  number  of  multiyear 
requests  that  the  services  make.) 

The  third  prediction  I'd  like  to  make  is 
that  greater  attention  will  be  paid  over  time 
to  trade-offs.  This  past  summer  we,  at  the  OSD 
level.  Insisted  on  an  explicit  offset  process 
for  increases.  To  be  candid,  some  of  the  off¬ 
sets  were  not  very  good — but  some  were  quite 
thoughtful.  The  requirement  did  impose  a  bit 
more  discipline  on  the  system.  As  a  result, 
the  DRB  received  far  fewer  proposals  for  In¬ 
creases  than  in  previous  years.  (That  is  not 
always  good:  We  don't  want  to  suppress  every 

possible  claim.) 

Finally,  1  think  there  is  going  to  be  a 

great  deal  of  interest  in  trying  to  be  candid 
about  the  full  costs  of  doing  business  for 
various  programs.  (This  is  different  from  the 
point  Bernie  was  making  in  his  paper.)  We’ve 

tried  to  improve  the  situation  by  using  better 
Inflation  indices.  I  don't  say  they  are  per¬ 
fect,  but  I  think  they  are  much  better  than 
what  we  had  in  the  past.  For  major  items,  the 
Department  is  now  allowed  to  use  inflation 
indices  that  ire  different  from  OMB's.  That 
accounts  for  part  of  the  reason  our  TOA  has 

stayed  up,  even  though  the  near-terra  outlay 
estimates  have  come  down.  We  are  recognizing 
now  the  future  outlays — beyond  the  budget 
year--that  are  going  to  flow  from  these 
programs . 

There  is  uLso  strong  emphasis  on  making 
independent  cost  estimates — at  the  service  and 
OSD  levels — and  on  using  the  results,  whicli  is 
more  painful.  (Fnim?  argue  that  we  may  have 
succeeded  only  in  dr.ving  independence  out  of 
tiio  estimates.  We  hope  that's  not  true.)  The 
Defense  tin  i  donee  will  now  include  a  list  of 
the  specific  systems  for  which  we  expect  the 
services  to  prepare  their  own  independent  cost 
estimates  before  the  program  review  each  year. 

There  is  a  sirailir  Interest  in  badget ing 
for  the  actual  cost  of  a  program.  Once  you 
have  decided  what  the  program  will  include, 
that  requires  putting  in  the  full  cost  — 
budgeting  to  the  ceiling  in  a  particular  con¬ 
tract,  tor  example,  not  to  the  target  price. 
It  also  requires  budgeting  for  retrofits.  In 
the  past,  we  often  decided  to  develop  an  item 
that  would  require  a  retrofit  program  to  put 
it  in  the  weapon  system,  but  we  didn't  always 
allow  for  the  retrofit  money. 


This  does  raise  some  difficult  philo¬ 
sophical  and  methodological  issues.  What  do 
you  do  about  programs  that  are  tentative  — 
programs  for  which  you  are  going  to  preserve 
the  option  to  do  "X?"  Do  you  fund  the  option 
or  just  the  costs  of  getting  it  ready?  If  you 
take  an  extreme  view,  you  either  reserve  a  lot 
more  money  than  you  will  actually  use,  or  you 
wind  up  preparing  for  options  that  you  can't 
implement.  There  is  no  easy  answer  to  the 
question. 

Admiral  Met calf:  We  have  thought  a  great  deal 
about  the  PPBS  process.  The  reason  we  had  this 
conference — I  think,  in  part,  why  we  are  all 
here — is  that  there  is  recognition  that  pro¬ 
cess  drives  substance.  Whether  we  like  it  or 
not,  that  is  a  fact. 

The  other  overall  fact  in  the  business  of 
programming  is  that  it  is  the  allocation  of 
scarce  resources  under  conditions  of  uncer¬ 
tainty.  And  so,  as  we  look  out  into  the  fu¬ 
ture,  we  have  these  two  very  pervasive  tacts 
to  contend  with.  We  have  a  process,  and  we 
have  an  enormous  amount  of  uncertainty. 

The  Congress  is  also  with  us.  They  are 
into  the  business  of  programming.  They  are 
part  ot  tile  uncertainty.  Just  last  night.  I 
was  at  a  dinner  where  wu  were  honoring  Arleigh 
Burke.  (Unfortunately,  1  couldn't  be  here  for 
what  I  understand  was  an  absolutely  magnifi¬ 
cent  session.  Some  people  have  characterized 
it,  in  the  language  of  the  1  %0s ,  as  an 
"event"  or  "happening. "  ) 

i  assure  you  that  when  you  get  Admiral 
Burke  up  to  talk,  it  is  a  "happening"  because 
he  really  goes  to  it.  But  he  and  the  Secretary 
of  the  Navy  were  being  jocular.  Admiral  Burke 
was  saying  that  he  wanted  to  go  back  and  com¬ 
mand  his  ship,  and  Lite  Secretary  said,  "All 
right,  by  golly,  if  we  can  get  the  Missouri, 
i'll  give  you  command  of  it.” 

And  tne  Secretaty  asked  Admiral  Burke, 
"Well,  how  do  I  go  about  doing  that,  and  what 
is  your  advice  on  how  we  can  get  the  Mis¬ 
souri?"  And  the  reply  was,  "Just  put  a  lot  of 
X-band  radars  on  it." 

Now,  that  is  recognition  of  ioe  Adabbo, 

and  it  does  several  things.  It  is  recognition 
that  the  Congress  Is  very  nuch  a  part  ot  our 
business.  It  also  suggests  that,  it  we  are 

going  to  improve  the  process  of  programming 
and  PPBS,  we  have  to  address  the  uncertainty 

associated  with  Congress.  We  have  to  reduce 
that  uncertainty,  or  at  least  get  it  into  a 
process  so  that  the  uncertainty  Is  bounded. 

Now,  1  am  not  sure  that  that  is  possible. 
1  think  there  will  always  be  uncertainty  as¬ 
sociated  with  the  actions  ot  Congress.  I  am 
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pessimistic  because  what  we  are  looking  at 
right  now  is  a  Congress  that  operates  largely 
through  its  staff.  In  fact,  that  may  be  the 
area  in  which  we  can  bound  the  problem — if, 
that  is,  we  can  get  formally  into  this  pro¬ 
cess,  somehow. 

But  it  is  a  real  challenge.  It  is  a  very, 
very  difficult  challenge.  Here  we  are  about  to 
go  into  what  is  called  the  PPBS  cycle  of 
planning  and  programming.  We  are  beginning  the 
cycle  for  FY-1985,  and  we  don't  know  what 
Congress  has  approved  for  FY-1983  or  FY-1984. 

This  is  a  very,  very  difficult  challenge, 
but  ic  is  part  of  a  process,  and  it  is  part  of 
the  business  of  deciding  on  the  allocation  of 
resources  under  conditions  of  uncertainty.  And 
I  think  that  here  is  an  area  where  OSD,  per¬ 
haps,  could  take  a  lead.  (1  don't  have  any 
answers,  David.) 

Now,  looking  at  the  near  term,  l  would 
suggest  that  the  system  needs  discipline.  And 
I  think  particularly  I  would  look  at  the  OSD 
side  of  the  house.  They  are  dealing  with 
enormous  uncertainties.  But  I  don't  think  that 
the  OSD  staff  in  large  measure  has  come  around 
to  the  participatory  management  approach  that 
the  current  Administration  has  decided  is  the 
way  we  are  going  to  do  business. 

By  the  same  token,  £  don’t  find  the  dis¬ 
cipline  in  the  system  to  oversee  the  process. 
We  are  sort  of  betwixt  and  between  right  now. 
This  is  a  very,  very  difficult  situation  from 
Che  service  perspective.  We  don't  see  the 
discipline  that  we  think  ought  to  be  there  to 
minimize  uncertainty.  In  other  words,  we  need 
a  program  development  process  where  we  can 
minimize  uncertainty.  And  that  challenge  is 
the  business  of  at  least  making  a  certain 
number  of  decisions  and  seeing  if  we  can't 
make  them  stick  when  there  are  no  other  out¬ 
side  pressures,  say,  to  the  contrary.  That  is 
very  controversial,  and  l  am  certainly  glad  I 
spoke  after  David.  rte  will  probably  have 
sometning  to  say  about  that,  and  1  suspect 
others  on  the  OSD  staff  will,  as  well.  But 
those  are  a  couple  of  the  challenges. 

As  I  aLluded  to  before  Ray  Walsh  started 
to  talk,  1  think  another  challenge  is  how  to 
start  making  better  use  of  management  Infor¬ 
mation  systems.  When  1  say  that,  however,  1  am 
terrified,  on  the  one  hand,  because  I  fear 
micromanagement.  1  hear  from  various  sources 
that  programmers  have  got  to  get  a  belter 
handle  on  how  the  commands  are  executing  the 
programs.  Some  people  believe  that,  when  we 
progranmiers  tell  the  commands  to  do  something, 
they  had  better  do  it.  And,  of  course,  my  view 
of  that  is — hogwash.  That  is  not  the  real 
world.  We  programmers  should  try  to  be  roughly 


right  and  hope  that  we  have  left  enough  slack 
in  the  system  so  that  our  programs  can  be 
executed. 

So,  that  is  a  challenge  as  we  move  toward 
increasing  the  use  of  information  systems.  We 
should  do  so  in  a  sensible  way  because  it  is  a 
real  problem.  But  1  think,  here  again,  it  is  a 
programming  area  that  we  will  have  to  face  up 
to  in  the  future. 

Dr.  Korb:  Let  me  begin  by  commenting  on  what  I 
think  are  three  constants  that  will  exist,  no 
matter  how  you  budget  in  the  Department  of 
Defense.  I  come  at  this  at  a  great  disad¬ 
vantage.  I  am  a  political  scientist,  and  so  I 
begin  to  look  at  these  things,  not  as  “sci¬ 
entific  due  process,”  but  really  as  a  struggle 
for  control  over  resources  and  power. 

1  think  that  you  will  always  have  re¬ 
sentment  on  the  part  of  the  military  depart¬ 
ments  concerning  efforts  within  the  Office  of 
the  Secretary  of  Defense  to  influence  the 
service  programs.  And,  because  of  that,  you 
are  always  going  to  have  an  adversary  rela¬ 
tionship,  which  in  a  sense  is  going  to,  in  my 
view,  revolve  around  withholding  information 
or  providing  only  that  which  is  absolutely 
necessary.  And  I  guess,  short  of  the  Secretary 
asking  D1A  to  go  down  into  the  services  to  get 
the  information,  that  problem  will  always  be 
with  us. 

I  think  that  Bernie's  point  to  you  that 
if  only  we  had  the  information,  we  would  have 
a  better  debate,  is  really  like  blaming  the 
Johnstown  flood  on  a  leaky  faucet  in  Altoona. 
1  think  the  problem  is  that,  even  if  you  ask 
the  right  questions,  you  are  not  going  to  get 
the  information  because  it  can  be  used  against 
whoever  is  giving  it  to  you.  1  think  that  will 
always  be  there. 

The  second  thing  that  I  think  you  are 
going  to  have  to  live  with  is  the  budget 
authority/outlay  problem  that  has  been  alluded 
to  already.  For  example,  this  year  (FY-1983), 
Congress  cut  outlays  by  about  $8  billion  in 
the  Budget  Resolution  and  cut  budget  authority 
by  $11  billion.  That  to  me  is  something  that 
we  In  the  Department  of  Defense  shouldn't  live 
with.  If  we  are  going  to  be  cut  by  $8  billion 
in  outlays,  we  ought  to  cough  up  the  budget 
authority  now  because  If  we  don't  we  are  going 
to  have  the  same  problem  next  year.  In  other 
words,  if  Congress  and  OMB  are  focusing  on 
outlays,  we  should  be  willing  to  cut  the  nec¬ 
essary  amounts  of  budget  authority.  And,  if 
you  take  a  look  at  the  proper  ratio,  I  would 
say  that  to  keep  the  budget  in  balance  it 
should  be  about  3  to  1. 

On  the  third  thing,  I  think  you  have  to 
keep  in  mind — and  I  think  Joe  alluded  to  it 
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when  he  was  talking  about  structure  deter¬ 
mining  process — I  think  we  talk  a  lot  about 
logistics  and  support.  It  seems  to  me  that  it 
is  no  accident  that  (at  least  in  my  limited 
view  since  1  have  been  in  the  Department),  the 
service  which  provides  best  for  logistics  or 
support  is  the  Air  Force.  I  think  that  the 
reason  they  do  so  well  is  that  they  have  a 
separate  logistics  command — the  AFLC — with  a 
four-star  general  who  just  insists  on  getting 
his  share. 

Now,  having  said  that,  I  think  there  are 
some  technical  fixes  or  things  we  might  do  to 
improve  the  process,  and  I  will  just  make  a 
couple  of  comments.  I  would  like  to  see  some¬ 
thin;*  like  the  Air  Force  mission-area  analysis 
expanded  throughout  the  Department.  I  don't 
think  we  have  to  go  into  as  great  a  detail  as 
the  Air  Force  does,  but  I  think  something 
along  those  lines  would  help  structure  the 
debate,  because  we  spend  a  lot  of  time  arguing 
about  what  we  are  arguing  about,  rather  than 
the  particular  issues. 

The  second  thing:  I  do  think  we  need 

better  information  systems  that  will  provide 
consistent  information  to  the  Department  and 
the  Secretary  on  the  readiness  and  support 
costs  related  to  specific  missions,  forces, 
and  weapons  systems.  A  lot  of  people  have 
already  alluded  to  the  tact  that  we  don’t  know 
what  would  happen  if  we  changed  some  of  the 
dollar  levels  in  particular  areas. 

And  then,  finally,  I  think  we  ought  to 
combine  the  program  and  budget  reviews.  It 
seems  to  me  we  have  the  worst  of  all  possible 
worlds.  We  do  the  program  reviews  when  we  are 
not  quite  sure  what  the  final  budget  total 
will  be,  and  we  don't  have  enough  time  to  do 
the  program  review  right  because  we  have  got 
to  get  it  over  in  time  to  do  the  budget  re¬ 
view.  What  we  ought  to  do,  it  seems  to  me,  is 
begin  with  the  budget  review  and  agree  on 
specific  pricing,  and  so  on  and  so  forth.  And 
then,  as  we  get  closer  to  the  end  of  the  cycle 
and  know  how  much  money  we  have,  we  can  get 
into  the  program  areas.  Hopefully  we  will  have 
most  of  the  budget  issues  behind  us,  and  then 
we  can  make  more  intelligent  choices. 

General  Morgan:  Yesterday,  during  our  pre¬ 
sentation,  I  deferred  a  few  questions  until 
you  were  given  the  Navy  presentation  so  that 
you  could  gain  perspective  on  the  interface 
between  the  Navy  and  the  Marine  Corps  relative 
to  the  programming  process. 

A  Question  was  asked  yesterday:  "How  do  the 
Fleet  Marine  Force  (FMF)  commanders  play  in 
the  programming  process?" 

Tlie  FMF  commanders  play  only  in 

development  of  the  operations  and  maintenance 


accounts.  I  would  like  to  expand  on  the 
internal  Department  of  the  Navy  programming, 
especially  the  things  that  make  our 
programming  process  within  the  Department  work 
well  between  the  two  services.  First,  one  of 
the  things  that  I  think  is  often  missed  in  the 
Navy  process  is  the  system  of  how  resource 
sponsors  and  claimants  relate  witnin  the  De¬ 
partment.  The  two  fleet  commanders — the 
Pacific  Fleet  Commander  and  the  Atlantic  Fleet 
Commander — have,  among  the  type  commanders 
under  their  operational  control,  the  two  Fleet 
Marine  Forces:  Fleet  Marine  Force  Pacific  and 
Fleet  Marine  Force  Atlantic.  The  Pacific  and 
Atlantic  Fleet  Commanders  have  the  capability 
to  measure  the  readiness  of  the  Fleet  Marine 
Forces  and  devise  contingency  plans  where 
Naval  forces  play  under  the  unified  commander. 
But  the  Commandant  of  the  Marine  Corps  is 
charged  with  maintaining  readiness  in  the  FMF. 

In  the  same  manner  that  the  resource 
sponsors  in  the  Navy  deal  with  and  devise 
requirements  for  surface  forces  or  amphibious 
forces,  we  at  HQMC  deal  with  the  two  Fleet 
Marine  Forces  to  insure  their  readiness. 

Several  of  the  questions  yesterday 
focused  on  "How  does  the  Marine  Corps  relate 
our  requirements  to  OpNav  in  terms  of 
amphibious  forces?" 

The  fundamental  principle  is  that 
amphibious  operations  are  a  Navy/Marine  Corps 
effort.  For  example,  the  Officer-in-Charge  of 
an  amphibious  operation  is  the  Commander  of 
the  Amphibious  Task  Force,  who  is  a  Naval 
officer.  As  such.  Initiatives  go  from  the 
Marine  Corps  to  the  Navy  in  terms  of  ship¬ 
building  and  offloading.  Capabilities  to 
conduct  these  operations  must  and  always  will 
be  a  joint  effort.  In  any  amphibious  opera¬ 
tion,  the  antisubmarine  warfare  ar.d  antiair 
warfare  capabilities  must  be  considered.  I 
think  that  should  clear  the  picture  as  to  how 
I  play  relative  to  Rear  Admiral  Metcalf  In 
terms  of  the  development  of  the  Department  of 
the  Navy  program. 

Now,  concerning  the  question  of  how  the 
Marine  Corps  influences  Naval  aviation  pro¬ 
gramming,  especially  unique  Marine  Corps  re¬ 
quirements,  like  the  AV-8B:  F.verything  the 
Marine  Corps  procures  in  terms  of  aviation- 
type  equipment  is  capable  of  operating  from 
Navy  platforms.  For  an  example:  On  the  air¬ 
craft  carrier  Midway,  we  have  a  photo  detach¬ 
ment  on  a  continuous  basis.  That  photo  de¬ 
tachment  of  F-4s  has  been  there  for  six  or 
seven  years.  We  continually  have  on-carrier 
deployments  and  use  KA-6s  to  make  up  for  any 
shortfalls.  We  also  have  tactical  fighter  and 
attack  squadrons  continually  aboard  the 
carrier.  As  you  can  see,  Naval  aviation  and 
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Marine  Corps  aviation  are  married  tightly 
together. 

Today  we  operate  unique  Marine  Corps 
aircraft.  For  instance,  the  Navy  does  not 
operate  the  AH-1T  Cobra,  but  we  have  a  valid 
requirement  for  it.  We  must  ensure  that  it  is 
fully  marltime-capable.  The  same  with  the  0V- 
10  Bronco,  which  the  Navy  does  not  operate. 
So,  there  is  nothing  unusual  about  our  avia¬ 
tion  requirements,  except  in  terms  of  unique 
capabilities.  Marine  Corps  aircraft  must  be 
capable  of  operating  throughout  the  spectrum 
of  Navy  platforms. 

We  interface  directly  with  the  DON,  and 
we  fight  for  programs  the  way  a  submarine 
sponsor  or  surface  warfare  officer  fights  for 
his  program.  I  believe  that  may  answer  some  of 
the  questions,  now  that  you  have  heard  both 
the  Navy  and  Marine  Corps  presentations  as  to 
how  each  service  views  that  Interface  and  how 
the  Marine  Corps  programs. 

One  other  comment:  Throughout  the 

discussions  and  since  I  have  been  back  in 
Washington  on  this  tour  of  duty,  whenever  the 
PPBS  process  is  evaluated,  especially  in  a 
forum  of  programmers  and  budgeteers,  the 
planning  portion  of  PPBS  is  not  addressed. 
Whenever  we  address  planning  in  this  en¬ 
vironment,  we  refer  to  the  planning  within 
programming.  That  first  P  in  PPBS  is  to  me  the 
planning  that  the  CinCs  are  charged  with  in 
carrying  out  defense  strategy  and  the  war 
plans  that  they  have  to  develop  in  order  to 
carry  out  that  defense  strategy  within  the 
resources  they  are  given.  Including  the  CinCs 
is  fundamental  to  the  PPBS  process.  If  the 
CinCs  are  charged  to  execute  defense  strategy 
and  war  plans,  it  is  essential  that  they  be 
considered  in  the  PPBS  process.  The  changes 
made  in  relation  to  Involving  the  CinCs  in  the 
last  two  years  are  all  an  Improvement  to  that 
process. 

Whatever  we  do  to  improve  the  Information 
flow  when  decisions  are  made  must  ultimately 
come  down  to  the  warfighting  capabilities  of 
the  U.S.  and  the  risks  Involved  in  executing 
the  plans  which  the  CinCs  are  charged  to  carry 
out.  Without  them  as  a  fundamental  part  of 
that  process,  I  don't  believe  that  we  have 
carried  out  what  I  consider  to  be  the  first 

P  in  PPBS. 

General  Noah:  The  title  of  the  panel  is 

"PPBS — The  Future."  Sometimes  you  might  ask, 
"What  is  broke,  what  needs  to  change?"  I  am 
reminded  of  the  three-envelopes  joke,  where 
the  commander  comes  up  and  is  handed  three 
envelopes,  and  he  is  told,  "Open  the  first  one 

when  you  need  to."  And  he  opens  that  one 

after,  maybe,  a  very  trying  month,  a  week,  or 


a  day.  And  it  says,  "Blame  your  predecessor.” 
He  is  told,  "Open  the  second  envelope  when  you 
need  to."  And  he  opens  the  second  envelope, 
and  it  says,  "Reorganize."  And  then,  when  the 
commander  is  really  in  dire  straits,  he  opens 
the  third  envelope,  and  it  says,  "Make  out 
three  envelopes." 

I  am  not  a  great  fan  of  the  first  piece 
of  advice.  I  find  that  programmers  really 
don't  do  too  well  blaming  their  predecessors 
because  they  are  really  only  part  of  the  pro¬ 
cess.  The  process  often  goes  on  outside  them. 
We  seem  to  talk  sometimes  as  though  we  are 
running  it.  1  can  tell  you  that  is  true  in  the 
Army. 

The  reorganizing  or  redoing  process 
creates  a  great  deal  of  turbulence;  so,  you 
have  to  look  very  carefully  before  you  do 
that.  And  I  am  not  saying  that  it  is  bad.  I 
would  certainly  say  history  plays  a  part  and 
probably  has  in  the  programming  as  much  as  it 
has  in  any  part  of  the  Defense  Department.  And 
it  has  been  very  interesting. 

I  was  unable  to  hear  the  first  night,  but 
last  night  was  very  Interesting,  and,  like 
many  at  the  table  here  in  uniform,  I’m  back 
after  having  escaped  (meaning  that  this  is  my 
second  tour  at  PA&E). 

PPBS,  I  think,  is  the  sort  of  process 
that  is  supposed  to  serve  and  not  be  served. 
And  it  is  the  rational  process  some  people  say 
it  is.  It  has  got  a  periodicity  of  about  one 
year  because,  on  the  20th  of  January,  we  must 
turn  something  in  and  cross  the  river.  And 
that  goes  to  Congress.  So,  with  David's 
(Chu's)  remarks,  I  tend  to  agree.  It  is  pro¬ 
posed  by  the  President;  we  serve  him,  and  the 
chain  of  command  goes  right  on  down  to  the 
services.  It  is  done  via  a  dollar  constraint 
that  is  driven  by  two  things:  One  is  demand, 
that  is,  what  we  need  to  do.  And  it  is  driven 
by  the  supply  of  money,  which  is  the  economy 
that  has  us  all  looking  and  biting  our 

fingernails. 

Change  those  things,  change  the  period, 
buy  any  old  programming,  I  don't  really  have 
any  objection  to  that.  I  am  just  not  sure  how 
far  we  will  get.  Len  Sullivan  mentioned  last 
night  the  marginal  POM  that  the  Army  bid  on  a 

few  years  ago.  We  tried  that.  Not  too  many 

liked  it.  That  is  a  very  good  way  to  do  it, 

incidentally.  Hand  it  out  and  say,  "Okay,  take 
it,"  and  see  how  many  do. 

But  1  am  not  against  going  to  changes  in 
the  business.  I  would  say.  Dr.  Korb,  on  the 
combined  program  budget  reviews,  sometimes  (as 
in  everything)  you  need  to  look  at  the  target, 
as  I  suggested  in  my  talk  yesterday.  The  ser¬ 
vices  are  not  all  necessarily  the  same.  Some 


may  be  able  to  do  it  better  than  others.  But 
we  tended  to  do  that  this  summer,  for  in¬ 
stance,  recall  an  issue  in  Book  8.  We  came  up 
with  tennis  shoes  being  compared  with  Tri¬ 
dents.  And  that  was  just  a  little  bit  too  much 
for  some  of  us  to  bite  off  every  once  in  a 
while.  So,  the  problem  that  you  get  into  is 
the  execution  of  it  when  the  rubber  meets  the 
road . 

Whenever  the  aircraft  nears  the  ground, 
you  say,  "Oh  my  God,  you've  got  the  tires!"  or 
when  a  paratrooper  hits  the  damned  DZ,  there 
is  a  moment  of  truth.  But  it  gets  difficult 
to  execute  at  times,  unless  the  rules  are 
understood . 

There  are  some  parts  of  the  process, 
incidentally,  that  are  pretty  good.  One  is  the 
framework,  the  FYDP.  I  really  don't  find  too 
many  people  throwing  darts  at  it  in  total.  In 
fact,  we  had  a  drill  last  night  with  the  Chief 
of  Staff  and  this  morning,  and  we  pulled  out 
the  old  FYDP,  and  we  are  plowing  through  it, 
and  we  can  tell  where  we  are  from  that 
account . 

My  views  of  the  process:  In  framework, 
ever  since  it  started,  it  has  grown  much  more 
sophisticated  in  analytical  tools.  And — I  mean 
this  sincerely — it  is  definitely  paced  by  the 
advance  in  capability  of  information,  for¬ 
matting  (I  would  put  the  formatting  in  there), 
and  certainly  the  processing.  As  the  POM  goes 
up  and  down  in  size,  that  is  a  matter  of  how 
much  information  we  forward  in  POM  and  how 
much  in  tape,  but  certainly  the  computer  has 
helped  us  there.  The  analytical  capability  has 
spread,  I  would  also  submit.  In  the  early 
days,  that  was  concentrated  In  a  few  spots  — 
PA&E  being  one  of  them,  “systems  analysis"  as 
it  was  earlier  called — and  in  the  Army  the 
same  thing  occurs.  Today,  I  would  say,  in  the 
Army  and  certainly  in  OSD,  that  analytical 
capability  has  spread  out  to  elements  of  the 
organization.  We  don't  just  say  "PA&E"  now.  We 
say  "PA&E,  MRA&L."  We  say  "R&E,"  to  a  degree, 
etc.  That  analytical  capability  Is  out  there, 
and  sometimes  it  is  used  to  fight  each  other 
or  work  for  the  benefit  of  the  whole,  and  I 
think  you  could  argue  both  ways,  depending  on 
which  side  of  the  fence  you  are  looking  for. 

The  execution  part  of  the  process:  PPBS 
basically,  In  my  view,  heads  toward  a  Con- 
gressionally  accepted  program,  but  the  execu¬ 
tion  part  of  It  is  important  In  an  accountable 
sense.  We  are  trying  to  do  that  In  Che  Army, 
and  I  think  we  will  be  able  to  do  that  fairly 
well  with  certain  systems.  The  participation 
of  executives  Is  getting  a  lot  better.  The 
ORB,  I  think,  is  very  good.  As  I  pointed  out 
somewhat  locularly  In  my  talk.  Secretary  Marsh 
says  that  programmers  are  very  nice  people  but 


they  talk  funny.  And  going  in  on  a  poop-up 
session,  before  Secretary  Marsh  goes  in  or  the 
Chief  of  Staff  goes  into  a  DRB  session,  is 
very  Interesting.  But  I  will  tell  you  that  it 
is  very  effective  for  all  of  us.  It  is  ef¬ 
fective  certainly  at  the  Secretary  of  Defense 
level,  and  we  appreciate  that  in  being  able  to 
understand  the  issues,  and  it  makes  our  job 
harder  to  a  much  greater  degree,  I  can  assure 
you,  as  far  as  that  goes  in  the  DRB  business. 
But  the  DRB  is  good  business.  1  don't  think 
that  most  of  the  decisions  that  are  made — I 
have  been  saying  in  most  of  my  talks  around 
the  country — appear  to  be  made  after  con¬ 
sideration  by  it.  I  am  not  saying  "made  right 
there"  because  sometimes  you  can't  make  deci¬ 
sions.  In  the  Army,  there  is  no  doubt  about 
it. 


Decisions  are  rarely  made  while  we  are 
sitting  at  a  table  somewhere.  They  are  made  at 
different  places.  I  would  say  that  we  have  to 
look  at  substance  issues  in  the  future  with 
this  PPBS  process.  One  is  the  strategic- 
versus-general-purpose-forces  issue.  That  is 
one  that  is  plaguing  us.  We  are  getting 
decisions  supposedly  at  the  end  of  the  month 
on  it.  That  is  going  to  affect  a  lot  of  us.  Ic 
is  a  concern  that  we  have.  I  would  submit  that 
it  goes  into  the  deterrence-versus-warf lght ing 
capability  of  our  forces,  as  to  how  we  want  to 
do  that.  It  Is  of  concern  to  all  the  services. 


Fiscal  Guidance  is  an  interesting  area  to 
look  at .  What  do  you  put  out  as  the  top  or 
bottom  line?  I  mentioned  that  there  is  a  de¬ 
mand  in  the  supply  aspect  of  that.  Sometimes 
some  of  us  feel  the  Fiscal  Guidance  that  ended 
up  this  summer  might  be  a  little  optimistic. 
And  the  problem  with  optimistic  Fiscal  Guid¬ 
ance  is  that  I  don't  get  optimistic,  but  the 
charges  who  are  around  me  get  very  optimistic. 
And  we  start  to  do  some  things  out  there  and 
lay  some  programs  out  and  actually  talk  as  if 
it  is  there.  And  I  have  to  be  the  bad  guy 
later  on.  Maybe  the  good  guy.  I  would  cer¬ 
tainly  like  it  to  be  good.  But  it  is  a  concern 
of  mine  to  make  us  do  the  things  we  need  to  do 
at  the  time.  That  can  be  done  at  times.  I  will 
admit  that  you  might  cut  out  an  option  that 
you  go  with.  The  outlays-versus-TOA  problem 
comes  up  there. 

We  are  really  big  in  the  outlay  business. 
The  Army  and  our  compatriots  in  the  Marine 
Corps  can  disappear  in  a  hurry,  if  you  want  to 
really  take  outlays  with  the  amount  of  man¬ 
power  we  have.  Force  size — or  I  would  put  it 
another  way,  full  funding  versus  hollowness, 
as  General  Meyers  stated  in  the  past — is  a 
concern.  And  that  ties  into  risk;  I  don't  know 
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If  you  can  go  Into  a  risk  analysis  and  get  all 
analytical  about  It,  get  numbers  out  there, 
and  so  forth.  Before  you  know  it,  most  people 
start  to  go  to  sleep  or  start  to  look  out  the 
window — at  least,  the  non-analysts.  And, 
again,  we  are  serving  our  community  there.  But 
I  think  we  do  need  to  address,  at  least  In 
some  terms — perhaps  not  In  exactly  quantifi¬ 
able  terras  but  certainly  In  quallflable 
terras — risk  analysis  in  terms  of  systems 
acquisition  In  support  funding,  the  amount  of 
sustaining  that  we  want  to  do. 

As  Colonel  Carney  well  pointed  out  over 
here,  we  are  100  percent  in  horses,  but,  un¬ 
fortunately,  they  are  gone  except  for  the 
wedding  carriages  at  Arlington  and  the  fu¬ 
nerals.  So,  that  gets  to  be  a  problem  such 
as:  How  obsolete  do  you  want  to  suddenly  find 

yourself  with  a  stack  of  ammo?  But,  again,  1 
am  not  complaining.  I  think  the  direction  we 
are  going  right  now  is  certainly  realistic  if 
we  are  going  to  have  a  war,  but  whether  it  is 
realistic  in  terms  of  putting  together  the 
proper  money  into  the  proper  force  at  this 
time  with  the  amount  we  have,  I  am  not  sure. 
So,  I  would  submit  that  risk  needs  to  be 
looked  at. 

The  role  of  PA&E  comes  up.  I  am  a  PA&E.  I 

work  for  the  Chief  of  Staff.  I  am  not  a  sepa¬ 

rate  staff  member;  I  am  just  one  of  his 
office.  He  doesn't  have  to  go  through  any 
protocol  when  he  calls  me.  The  members  of  the 
Army  staff  are  substantive  individuals,  as 
they  are  In  the  other  services,  quite  inde¬ 
pendent.  Some  could  call  them  almost  czars  at 
times.  They  are  not  that  way  there.  But  the 
role  of  that,  1  think,  is  very  interesting.  I 
think  there  definitely  is  a  need  for  a  PABF. , 
and  I  would  emphasize  all  of  those  elements. 

As  far  as  the  organization  within  the 
department  Is  concerned,  my  boss,  General 
Meyers,  speaks  well  for  himself.  Most  of  you 
may  have  read  his  article  on  the  JCS;  it  came 

out  some  months  ago.  And  he  has  some  defini¬ 

tive  views  on  that.  He  also  has  definitive 
views  which  he  would  be  developing,  I  would 
say,  as  far  as  the  JCS/OSD  arena  Is  concerned. 
And  there  you  get  Into  the  area  of  what  we 
might  call  "adversarial  role”  versus  what  I 
would  call  a  "tiered  role"  as  to  what  we 
should  do.  There  will  be  some  of  that,  to  a 
degree,  between  those  two  and  I  would  add  on 
that.  We  have  come  up  In  recent  years,  as 
David  reminds  me,  to  a  good-sized  Congres¬ 
sional  staff  (very  good  size),  somewhat  inde¬ 
pendent — strike  "somewhat" — that  we  have  to 
concern  ourselves  with  also  as  we  go.  And  that 
Is  all  of  us,  no  matter  whether  OSD  says, 
"Don't  talk  over  there,"  or  "Do  talk."  The 
analysis  about  that  Is  of  concern.  I  know  that 
has  been  long,  but  those  are  my  thoughts  about 
the  process  and  the  future. 


General  Cunningham:  With  emphasis  on  the 
future,  I  would  like  to  offer  these  thoughts. 
First,  we  know  we  are  facing  an  increased 
enemy  threat,  and  I  would  submit  that,  as 
those  of  us  in  the  programming  process  look  to 
the  future  of  PPBS,  we  must  not  forget  that 

the  greatest  threat  that  we  face  Is  the  one 

that  we  do  not  know.  It  Is  surprise.  And  let 
us  be  careful  In  our  process  that  we  do  not 
nail  ourselves  down  to  situations  that  anchor 
us  In  a  series  of  Maglnot  Lines  and/or  systems 
that  could  rob  us  of  our  flexibility  to  deal 
with  those  unforeseen  events  that  we  know  as 
surprises.  Yes,  a  tighter  economic  environment 
is  facing  us,  and  that  has  come  up  a  number  of 
times  during  the  conference.  The  tightness  of 
the  economic  environment  can  be  seen  as  we 
look  at  the  amount  of  money  In  the  federal 

budget  that  could  be  considered  discretionary. 

We  know  that,  from  the  Secretary  of  Defense 

level,  the  feeling  is  that  perhaps  only  7  per¬ 
cent  is  discretionary;  and,  as  I  mentioned  i 
earlier,  by  the  time  we  Air  Force  programmers 
work  those  "must  have"  programs  into  our  POM, 
we  are  down  to  less  than  2  percent  flex.  That 
is  a  tight  environment,  and  it  is  exacerbated 
by  political  instability.  With  every  change  in 
administration  comes  even  greater  instability. 

We  all  know  that  there  are  now  more  active, 
political  action  committees,  groups,  interest 
factions  that  have  become  more  vocal  and  more 
effective.  In  some  Instances,  6uch  organi¬ 
zations  make  It  difficult  for  us  to  get  the 
resources  we  need.  That  leads  Into  what  Dr. 
Korb  mentioned  in  terms  of  that  struggle  for 
resources  and  power.  1  am  a  little  nervous 
about  the  business  of  power  because,  even  In 
my  humble  experience,  X  have  noted  that  some 
of  us  try  to  take  the  leaves  out  of  the  pol¬ 
iticians'  books  and  think  that  we  In  the 
defense  business  should  Internally  assign 
ourselves  to  efforts  to  gain  power.  1  think 
that  Is  a  very  bad  situation  where  that 
exists. 

1  would  say  a  substitute  for  a  search  for 
individualized  power  is  closer  cooperative 
interaction  in  all  future  PPBS  OSD/service 
dealings.  This  conference  is  an  example.  Dr, 
Chu's  Mil-5  is  an  example.  The  DRB  is  an  ex¬ 
ample.  Our  ability  to  work  across  more  ot  the 
OSD  staff  is  an  example,  and  that  must  con¬ 
tinue.  We  have  to  work  in  increased  harmony  — 
we  absolutely  must  do  that. 

Of  course,  that  runs  opposite  to  the 
notion  that  certain  people,  certain  areas, 
certain  offices  would  accrue  power  to  them¬ 
selves.  It  also  says  that  that  need  for  top- 
down  guidance  that  we  all  seem  to  crave  (1, 
for  one,  certainly),  both  within  the  Air  Force 
and  within  Defense,  must  be  dealt  out  in  a 
more  realistic  and  more  objective  way — 
certainly  in  a  way  that  is  more  sensitive  to 


2  79 


what  our  total  purpose  Is  in  defense.  PPBS 
needs  to  be  sensitive  to  that,  and  as  PPBS 
develops  and  as  our  programming  techniques 
develop,  as  this  art  is  refined,  we  nust  be 
very  careful  that  we  don't  increase  the  ac¬ 
tivity  trap  that  we  already  find  ourselves  in. 

Dr.  Korb  alluded  to  the  idea  of  a  single 
review  cycle,  and  perhaps  that  would  be  a  step 
toward  somewhat  mitigating  the  activity  trap 
that  we  often  find  ourselves  in — doing  things 
but  never  really  coming  to  adequate  con¬ 
clusions  before  we  start  something  new.  This 
dissipates  our  energies  on  activities  that 
milk  the  executive  and  decision  power  of  an 
organization  on  very  trivial  things.  General 
Noah  mentioned,  just  in  passing,  the  time  and 
effort  spent  in  programming  tennis  shoes,  but 
we  have  all  done  worse.  We  have  got  to  be 
careful  of  that.  Avoiding  that  requires 
top-down  guidance. 

The  idea  of  knowing  what  the  gold  watch, 
pet  rocks,  and  sacred  cows  are  requires  top- 
down  guidance.  And  there  are  such  things. 
Let's  be  realistic.  But  let's  know  them, 
understand  them,  and  agree  upon  them  up  front 
and  let's  not  debate  them  ad  infinitum.  When 
it  is  canned  and  we  are  going  to  step  off  in  a 
certain  direction,  let's  do  it.  And  I  think 
that  with  closer  and  more  cooperative  inter¬ 
action  we  can  get  there.  Certainly,  we  need  to 
get  there  in  a  better  fashion  than  we  do  now. 

I  would  offer  one  last  thing.  Yes, 
politics  is  all  around  our  great  free  democ¬ 
racy  and  is  part  of  the  basic  fabric.  And  that 
is  as  it  should  be.  But  I  would  offer  that,  as 
we  look  to  PPBS  of  the  future  for  the  Depart¬ 
ment  of  the  l.  tense  and  especially  programming 
for  the  Department  of  Defense,  we  must  re¬ 
member  what  is  another  part  of  our  basic 
fabric,  and  that  is  duty,  honor,  country.  That 
is  integrity.  That  is  no-nonsense,  doing  busi¬ 
ness  the  best  and  most  honest  way  ve  know  how 
for  the  good  of  this  country.  Thank  you. 


DISCUSSION 

Dr.  Rostka r:  Let  me  kick  off  the  questions.  We 
had  two  evening  sessions  in  which  we  traced 
the  resource  allocation  system  of  the  Depart¬ 
ment  of  Defense  over  the  last  20  years,  and  I 
think  the  question  that  1  have  gotten  in 
speaking  to  each  one  of  the  panel  members  is, 
in  a  sense,  an  assessment  of  how  well  we  are 
doing  today.  We  have  a  system  today  that  is 
very  different  from  the  way  it  was  several 
years  ago,  in  terms  of  roles,  players,  in¬ 
tensity,  and  guidance.  I  would  like  to  start 
with  Dave  and  ask  him  how  he  feels  the  system 
is  supporting  the  Secretary  of  Defense.  Can 
the  process  be  better?  Is  the  product  better? 


How  would  you  measure  the  product?  How  would 
he  assess  the  changing  role  of  OSD,  par¬ 
ticularly  his  shop,  in  terms  of — if  you  will  — 
less  micro  management.  But  is  there  in  effect, 
more  macro  management? 

Dr.  Chu:  Well,  that  is  a  tall  order.  1  think 
an  honest  answer  to  the  first  question — "How 
well  is  the  process  doing?" — requires  you 
always  to  say  that  it  is  imperfect.  You  would 
like  to  think  that  it  has  improved.  Not  having 
been  part  of  the  process  before,  it  is  hard 
for  me  to  make  fair  comparisons,  and  any  that 
I  might  offer  would  seem  to  be,  perhaps,  a  bit 
prejudiced. 

I  would  like  to  touch  on  a  couple  of 
areas  where,  I  think,  we've  seen  improvements. 
As  General  Max  Noah  noted  earlier,  the  process 
is  there,  and  should  be  there,  to  serve  the 
Secretary — not  the  other  way  around.  So  its 
structure,  its  rules,  and  how  it  functions 
ought  to  be  tailored  to  his  management  style, 
the  way  he  wants  to  approach  the  Department's 
problems  and  the  challenges  we  all  confront.  I 
think  that  two  of  the  more  interesting  in¬ 
novations  of  this  Administration,  reflecting 
this  particular  Secretary  and  Deputy  Sec¬ 
retary's  outlook  and  style,  are: 

(1)  The  expansion  and  restructuring  of 
the  DRB — adding  the  service  Secretaries, 
but  then  insisting  that  this  is  a  “prin¬ 
cipals  only”  meeting. 

(2)  The  decision  to  invite  the  Commanders 
in  Chief  of  the  unified  and  specified 
commands  to  come  in  and  offer  their  as¬ 
sessments  twice  a  year — once  after  com¬ 
pleting  the  "for  comment"  draft  of  the 
Defense  Guidance,  and  then  again  just 
after  the  service  POMs  are  received  and 
before  the  program  review  begins. 

I  think  what  is  important  about  these 
changes  is  not  what  is  reflected  in  the  formal 
documentation  (by  which,  I  think,  the  system 
is  too  often  judged — especially  retrospec¬ 
tively,  because  that  is  what  you  can  see  and 
find).  What's  important  is  the  Interchange  of 
ideas  and  the  flow  of  Information  up  to  the 
Secretary.  I  have  seen  major  changes  in  per¬ 
spective  occur  for  the  Secretary  and  the 
Deputy  Secretary,  not  because  of  any  immediate 
presentation,  but  because  of  the  themes  that 
they  are  hearing. 

The  great  value  of  the  changes  is  the 
dialogue  created  between  OSD  and  the  military 
departments.  There  will  always  be  something  of 
an  adversary  relationship  there,  and  there 
probably  should  be.  There  is  a  discovery  pro¬ 
cess  going  on,  and  the  different  institutions 
have  different  objectives  and  values.  But  I 
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think  it  is  unfortunate  when  the  adversarial 
character  affects  our  ability  to  address  the 
central  questions  candidly,  without  posturing. 
In  my  estimation,  there  has  been  a  significant 
improvement  in  the  dialogue. 

There  is  still  a  problem  in  dealing  with 
minor  issues  under  the  current  process — 
perhaps  less  of  a  problem  this  year  than  last 
(although  others  may  disagree  with  me).  Though 
the  DRB  has  become  the  forum  for  debating 
major  questions,  there  are  issues  that  fall 
somewhere  between  "small"  (the  tennis-shoe 
level)  and  "major"  (those  suitable  for  DRB 
attention).  There  is  really  no  good  focal 
point  for  these.  That  is  one  of  the  problems 
we  need  to  work  on. 

In  terms  of  where  we  might  go  from  here, 
I  think  the  emphasis  is  going  to  be  on  im¬ 
proving  the  planning  part  of  the  process  and 
trying  to  give  discipline  to  the  decisions 
already  made.  One  of  the  endemic  difficulties 
on  both  sides  of  the  fence,  for  both  OSD  and 
the  military  departments,  is  that  some  de¬ 
cisions  are  never  laid  to  rest.  That  is  had. 

Now,  I  do  not  mean  to  suggest  that  you 
should  make  a  decision  and  then  blindly  close 
yourself  off  from  new  Information  from  the 
real  world.  Hew  test  data  arrive,  and  a  pro¬ 
gram  that  looked  wonderful  yesterday  now  looks 
terrible.  New  fiscal  realities  intrude,  and 
you  may  decide  you  can't  afford  something. 

But  revisiting  decisions  in  the  absence 
of  such  information  is  pernicious.  This  is  not 
just  a  failing  of  the  OSD  staff — although 
their  sins  are  often  dragged  before  us  for 
discussion.  It  Is  a  two-sided  problem. 

I  listen  to  some  of  my  colleagues  who 
have  seen  the  process  evolve  over  the  years.  I 
learn  there  are  systems  that  each  year  the  OSD 
staff  manages  to  jam  in  during  the  program 
review.  Then,  each  year  in  the  budget  sub¬ 
mission,  the  services  take  them  back  out.  And 
when  the  POM  arrives  in  the  spring,  these 
systems  have  disappeared  once  more.  This  is 
one  of  the  managerial  problems  we  need  to  work 
on. 

Dr.  Rostker:  Larry,  since  you  also  shared  the 
OSD  arena,  could  I  get  you  to  comment  on  the 
changing  perspective? 

Dr.  Korb:  Again,  as  Davi''  mentioned,  this  is 
my  first  time  in  the  process.  I  have  looked  at 
It  from  the  outside  for  a  number  of  years.  I 
think  what  you  see — since  we  created  the  De¬ 
partment  of  Defense — is  a  swing  back  between 
centralization  and  decentralization.  I  don't 
know  for  a  fact,  but  1  would  estimate  that 
when  Cap  and  Frank  showed  up  in  Washington  to 


take  over  the  Department  of  Defense,  a  lot  of 
people  came  and  gave  them  advice,  and  I 
Imagine  that  a  lot  of  the  advice  went  like 
this:  (1)  His  predecessor  had  centralized  too 
much,  and  (2)  The  people  close  to  the  deci¬ 
sions  were  not  making  them.  That  kind  of  fit 
in  with  their  management  style.  It  happened 
before  when  Laird  took  over  from  McNamara,  and 
so  you  see  the  thing  swing  back  and  forth. 

In  my  view,  what  would  happen  If  my  Air 
Force  colleague  Is  correct  and  we  last  only 
4  years  and  Secretary  So-and-so  comes  up  In 
1984  and,  early  in  1985,  starts  talking  to 
people,  they  will  probably  say,  "Well,  it  has 
gone  too  far.  The  DRB  has  too  many  members." 
X  would  tend  to  agree.  I  don't  think  you  need 
all  those  people.  I  think  that  you  do  need  to 
have  service  participation.  I,  for  the  life  of 
me,  cannot  figure  out  why  you  have  to  have  a 
Chief  and  a  service  Secretary,  because  one  or 
the  other  should  be  representing  the  service. 
I  don’t  think  that  the  Under  Secretary  for 
Policy  needs  to  bring  his  Assistant  Secre¬ 
taries.  I  think  there  ought  to  be  one  person 
in  there  from  policy,  and  the  same  way  with 
DDR&E-  That  would,  I  think,  cut  it  down  and 
make  it  more  manageable. 

Dr.  Rostker:  Before  I  throw  it  open  to  general 
questions,  since  many  of  the  service  program¬ 
mers  have  been  in  the  DoD  programming  arena 
before,  would  anyone  choose  to  comment  on  the 
changing  perspective? 

Admiral  Metcalf:  You  know,  Larry,  X  think  that 
you  and  1  have  got  to  sit  down  one  of  these 
days.  Because  1  must  say  that  everything  you 
said  I  disagree  with.  Not  that  I  don't  under¬ 
stand  where  you  are  coming  from  and  all  that, 
but  I  could  argue  on  almost  any  issue. 

But  that,  I  think,  is  probably  the 
strength  of  what  we  are  doing.  What  you  find 
yourself  in  an  advocacy  position  for  is  one  of 
the  four  pillars — readiness.  This  was  artic¬ 
ulated  by  your  concern  with  the  outlay-versus- 
TOA  problem.  This  makes  your  job  extremely 
difficult,  because  you  are  competing  within 
the  Office  of  the  Secretary  of  Defense  for 
resources  to  meet  your  responsibilities  re¬ 
lated  to  the  four  pillars:  readiness,  sus¬ 
tainability,  modernization,  and  force  level. 

I  guess  my  problem  with  that  Is  that  we 
can't  define  readiness  very  well  among  the 
various  elements  of  the  Department  of  Defense. 
We  start  right  off  on  square  A,  where  the  Navy 
and  the  Army  are  about  as  far  apart  as  you  can 
get  on  a  common  definition  for  readiness.  Both 
definitions  are  useful. 

This  is  bad  only  In  the  sense  that  it 
makes  It  hard  for  you  to  do  your  Job.  But, 
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from  our  perspective  on  how  we  allocate  re¬ 
sources  In  the  Army  or  the  Navy,  we  find  our 
definitions  useful;  so,  we  feel  that  they  are 
pretty  good.  But  that  makes  your  Job  very, 
very  difficult,  and  It  must  be  practically 
Impossible  for  you  when  you  have  to  act  as  an 
advocate  within  the  Department  of  Defense  for 
one  of  these  pillars. 

And,  so,  X  don't  know  what  we  get  out  of 
readiness  unless  we  balance  It  against  capa¬ 
bilities.  As  Dr.  Rostker  asked,  “What  does 
readiness  give  us  In  terms  of  capabilities  to 
do  things  or  not  do  things?  What  are  the 
trade-offs  among  force  building,  force  levels, 
modernization,  and  capital  Investment?” 

I  find  that  rhe  advocacy  approach  you 
take,  In  the  way  you  address  yourself  to  the 
DRB,  Is  hard  for  us  to  handle.  It  is  hard 
because  we  have  to  look  at  this  thing  in  a 
balanced  way.  And  we  think  we  do.  When  we  get 
one  of  the  four  "pillars  of  defense"  coming  at 
us — particularly  readiness,  which  we  feel  is 
not  balanced  because  It  appears  to  be  readi¬ 
ness  for  the  sake  of  readiness — we  have  a  real 
and  difficult  problem. 

Before  I  leave,  I  would  like  to  say  that 
I  think  the  answer  to  your  question,  whether 
we  are  doing  better  now  In  the  Department  of 
Defense,  is  a  resounding  "yes."  I  first  came 
Into  this  building  for  POM-72,  which  was  the 
second  fiscally  constrained  POM.  1  think  that 
the  constrained  Fiscal  Culdance  Is  what  has 
allowed  the  PPBS  to  continue  In  existence.  I 
think,  on  the  first  night  of  this  conference, 
the  panel  asked  why  the  PPBS  has  survived. 

It  turned  out  that  when  Mr.  Laird  put  in 
Fiscal  Guidance,  he  really  institutionalized 
the  PPBS  because  It  was  a  system  In  place, 
readily  available  for  his  system  of  manage¬ 
ment,  If  you  will.  We  have  come  a  long  way 
since  1972,  and  I  think  I  agree  with  David 
(Chu)  that  the  two  significant  things  that 
have  happened  In  this  Administration  are  the 
expansion  of  the  DRB  and  the  ClnCs'  partici¬ 
pation  in  that  review.  These  represent  very, 
very  significant  improvements,  as  I  said  in  my 
remarks  before. 

Dr.  Korb:  I  think  you  take  me  wrong.  I  didn't 
tell  the  Secretary  to  make  readiness  his 
highest  priority.  He  told  us  that  that  was  his 
highest  priority.  Therefore,  we  are  debating 
the  wrong  issue.  If  the  Navy,  In  those  delib¬ 
erations,  had  convinced  him  that  force  mod¬ 
ernization  was  more  important,  then  I  think  I 
would  be  doing  what  you  accuse  roe  of:  advo¬ 
cating  something  for  the  sake  of  advocatln„ 
It.  I  only  advocate  that  because  of  the  fact 
that  that  Is  what  he  wants. 


And,  also,  the  services  measure  the  four 
pillars  differently.  We  accept  the  way  that 
the  services  measure  them.  We  don't  tell  the 
Navy  how  to  calculate  their  mission-capable 
rates  or  anything.  You  make  those  determina¬ 
tions.  All  we  do  Is  look  at  what  you  have  done 
to  see  what  It  is  going  to  do  in  the  mission- 
capable  rate  areas.  So,  I  think  that  is  a 
fundamental,  philosophical  thing.  If  you  are 
correct,  we  ought  to  go  back  to  the  Secretary 
in  the  guidance  phase,  and  say  "Look,  you 
can't  do  what  you  want  to  do.  You  can't 
achieve  these  mission-capable  rates  of  60-70 
percent  of  tactical  fighters,  for  example. 
Maybe  we  need  better  goals." 

This  year,  in  the  DRB,  this  question  came 
up,  1  pointed  out  to  the  Deputy  Secretary  the 
cost  of  these  goals,  and  he  said,  "Maybe  we 
ought  to  go  back  and  reassess  our  goals." 

David  and  I  then  sat  down  and  recon¬ 
sidered.  We  decided  to  fall  off  some  of  our 
goals,  and  we  established  an  intermediate 
goal.  And  then  what  happened  was  that  we  were 
challenged,  not  on  the  goals,  but  on  our  cal¬ 
culations.  (This  goes  back  to  the  information 
problem. ) 

General  Noah:  As  for  David’s  contention  that 
it  is  Improved.  1  would  say,  "Certainly.”  As 
I  have  said  before,  the  DRB  is  improved.  I 
would  agree  completely  that  we  will  probably 
measure  readiness  the  same  in  a  general  sense 
and,  In  a  specific  sense,  differently.  And  I 
don't  know  whether  anyone  from  the  office  of 
the  Under  Secretary  of  Defense  R&E  is  here — 
Lou  Michaels  is  not  here — but  I  would  say  that 
there  are  certain  needs  in  the  services  that 
both  the  Navy  and  we  reflect  in  our  POMs.  If 
you  want  to  roll  them  into  four  pillars,  you 
may.  We  prefer  not  to,  as  I  said  in  my  talk 
yesterday.  We  would  prefer  to  have  those  meld 
into  each  other  a  little  more.  But,  frankly, 
we  had  better  do  with  what  we  have  now,  or 
else  we  are  not  going  to  be  capable  of  doing 
our  mission. 

But,  as  for  readiness,  I  doubt  that  there 
is  an  argument.  I  think  I  can  speak  truthfully 
for  the  Chief  of  Staff  and  Secretary  that 
readiness  is  now  number  one.  They  agree  that 
that  is  number  one.  But  I  think  there  is  a 
policy  context  there  that  is  very  well  argued 
at  the  DRB;  coming  up  on  our  side,  it  is  still 
an  issue — probably  still  will  be — that  our 
bosses  will  argue  in  that  context. 

Let's  get  back  to  the  system.  I  think  the 
system  we  are  discussing  is  working  quite 
well.  And  it  is,  as  I  say,  at  the  Executive 
level  that  it  should  have  been  in  the  first 
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place,  rather  than  just  thrashing  around  be¬ 
tween  the  agencies. 

I  would  like  to  make  a  comment  —  1  forgot 
to,  earlier — on  something  that  David  brought 
up  on  the  decision  process.  He  said  that  fast 
decisions  actually  may  be  good.  1  agree  to  the 
extent  that  the  decision  is  over  and  everybody 
can  go  home  to  their  wives  and  loved  ones,  and 
they  don't  have  to  thrash  around  on  it  any¬ 
more.  But  you  can  do  dumb  things  in  fast  de¬ 
cisions,  and  I  would  submit  that,  for  many  of 
my  compatriots,  when  they  say  "Lengthen  the 
process  or  combine  programming  and  budgeting," 
and  so  forth,  they  really  want  more  time  so 
they  can  get  more  information  together  for  the 
decision  process.  I  would  submit  that  some¬ 
times  when  you  have  the  time,  you  ought  to 
take  it  and  use  it  as  wisely  as  you  can. 

Dr.  Rostker:  Could  we  take  a  few  questions 
from  the  floor? 

Quest  ion:  Everybody  has  been  mentioning  the 
JCS.  I  would  like  to  ask  Dr.  Chu  how  he  views 
the  current  role  of  the  Chairman  as  a  member 
of  the  DRB  and  how  he  thinks  that  is  related 
to  resources  and  planning  programs. 

Dr.  Chu:  In  all  candor,  1  think  it  is  in  flux. 
As  I  sense  it  (and  I  touched  only  very  briefly 
on  this  point  in  my  opening  remarks),  the 
Deputy  Secretary  is  really  looking  to  the 
Chairman  as  a  source  of  military  advice  in¬ 
dependent  of  the  individual  military  depart¬ 
ments.  The  Chairman  is  Lhe  only  military 
officer  with  a  full  seat  on  the  DRB.  The 
Chiefs  are  always  invited  to  DRB  meetings,  but 
they  are  clearly  there  In  support  of  their 
service  Secretaries.  The  Chairman  is  not. 

I  think  it  is  instructive  that  for  a 
number  of  planning-oriented  studies  ordered  by 
Mr.  Carluccl  after  this  summer's  program  re¬ 
view,  the  Chairman  was  asked  to  take  charge.  I 
think  that  is  going  to  present  a  challenge  for 
the  OJCS  because  that  is  not  the  charter  it 
has  always  had.  It  is  being  asked  to  assess 
something  Independently — to  act  outside  of  the 
normal  "red-striping"  process.  Institution¬ 
ally,  I  think  that  is  a  very  Interesting 
development . 

Regardless  of  the  specific  organizational 
changes  made  to  the  Chairman's  office  and  the 
Chairman’s  role  (which,  I  think,  are  less 
Important  than  how  a  Secretary  of  Defense 


treats  his  Chairman,  what  he  looks  upon  him  to 
do),  I  think  you  can  make  a  system  do  a  lot  of 
tilings  for  you  if  you  have  sufficient  leader¬ 
ship  in  it.  A  very  Interesting  experiment  has 
just  begun.  1  am  not  sure  we  should  judge  on 
the  basts  of  the  first  few  months  of  results. 

u>uest  ion:  Dr.  Chu,  the  97th  Congress,  1  think, 
offered  about  six  bills  concerning  a  biennial 
budget.  However,  we  don't  seem  to  be  going  in 
that  direction.  I  would  be  curious  to  hear 
your  reaction  to  that  idea. 

Dr.  Chu:  I  doubt  anyone  here  would  oppose  a 
biennial  budget.  But  it  will  take  a  long  tic* 
to  get  from  here  to  there.  1  think  the  last 
Administration  made  a  mistake  in  not  re¬ 
sponding  to  John  Ford.  (John  gave  a  public 
address  in  which  he  raised  the  issue,  and  no 
one  from  the  last  Administration  responded  as 
far  as  I  know.)  There  were  those  in  the  Con¬ 
gress  who  were  opposed  to  it.  I  think  the 
Appropriations  Committees,  particularly,  would 
be  likely  to  question  a  biennial  process. 

Some  may  be  unwilling  to  start  the  long 
dialogue  necessary  to  get  from  here  to  there. 
It  would  obviously  begin  with  the  authori¬ 
zation  bill.  But  I  suspect  the  dialogue  should 
begin. 

Dr.  Rostker:  The  intent  of  this  conference  was 
to  expose  to  contractor  and  service  personnel 
alike  the  programming  systems  of  the  different 
services,  to  get  a  look  at  what  some  of  the 
services  are  doing  in  terms  of  additional 
support  for  programming,  to  provide  a  histor¬ 
ical  perspective,  and  then  to  have  a  quick 
glimpse  at  the  future 

We  would  like  this  dialogue  to  continue, 
and  we  will  be  polling  the  principals  and 
interested  parties  as  to  whether,  on  a  re¬ 
curring — but  not  too  frequent — basis,  an 
evening  roundtable  session  with  invited 
speakers  might  be  worth  considering. 

The  PPBS  is,  I  believe,  one  of  the  most 
important  management  systems.  It  truly  is  a 
set  of  systems  that  reflect  the  individual 
decision-making  styles  of  not  only  the  Sec¬ 
retary  of  Defense  but  the  service  Chiefs  and 
service  Secretaries.  And  the  premise  of  the 
conference,  I  would  argue,  has  not  changed. 
That  is:  We  can  learn  a  great  deal  from 
each  other  as  we  go  through  this  common  OSD 
framework.  With  that,  I  thank  you  all  for 
participating. 
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INTRODUCTION 

A  main  purpose  of  the  conference  on  the 
PPBS  was  to  see  how  the  programming  proce¬ 
dures,  processes,  and  methodologies  now  in  use 
by  the  services  relate  to  the  Navy's  POM  de¬ 
velopment  process. 

This  summary,  viewing  the  conference  from 
the  perspective  of  "Lessons  Learned  for  the 
Navy,"  is  grouped  into  three  areas:  (1)  orga¬ 
nization  for  POM  development,  (2)  the  role  of 
analysis  in  POM  development,  and  (3)  program¬ 
ming  philosophies. 

ORGANIZATION  FOR  POM  DEVELOPMENT 

The  Navy 

The  Navy’s  organization  for  POM  develop¬ 
ment  is  unique.  The  combined  efforts  of  re¬ 
source  sponsors  and  independent  appraisers 
yield  a  framework  for  developing  tradeoffs 
among  weapon  systems  and  between  force  levels 
and  support.  The  result  offers  significant 
advantages  for  POM  development. 

The  Navy  system  enables  experts  in  war¬ 
fighting  to  build  the  programs.  It  creates  a 
basis  for  Independent  assessment  of  ways  to 
allocate  resources  across  warfare  areas  to 
improve  combat  capability.  The  Navy's  chief  is 
also  able  to  provide  programming  and  fiscal 
guidance  in  a  structured  manner  early  in  the 
cycle. 

The  Air  Force 

The  most  striking  aspect  of  the  Air 
Force’s  organization  for  POM  development  is 
the  major  role  of  its  four-star  field  com¬ 
manders.  Considerable  program  innovation 
starts  at  the  command  level.  The  Navy's  major 
commanders,  by  contrast,  have  little  to  do 
with  the  POM  process  and  generally  look  to 
OpNav  to  take  care  of  the  future.  The  four- 
star  commanders  of  both  services  are  warfare- 
oriented,  but  the  Air  Force  commanders  are 
major  resource  managers  as  well. 

The  Air  Force  develops  its  POM  through  a 
series  of  13  panels  oriented  toward  the  major 
commands.  These  panels  use  Inputs  from  the 
major  commands  and  the  Air  Staff  to  build  the 


Air  Force  POM  from  the  bottom  up.  The  major 
commands  and  the  panels  brief  the  Air  Force 
Program  Review  Committee  (an  0-6  level  com¬ 
mittee)  about  their  ranked  lists  of  programs. 
Representatives  of  the  major  commands  also 
attend  the  briefings  for  the  Air  Force  Board 
(the  equivalent  of  the  Navy's  Program  Devel¬ 
opment  Review  Committee)  and  the  Air  Force 
Council  (corresponding  to  the  Navy's  Program 
Review  Committee  and  CNO  Executive  Board). 

Closer  involvement  in  the  POM  process  by 
the  major  field  commanders  of  the  other  ser¬ 
vices  will  have  implications  for  the  Navy, 
particularly  if  the  role  of  the  CinCs  in  the 
PPBS  continues  to  expand.  By  giving  the  major 
commanders  an  active  role,  the  Air  Force  has 
forced  them  to  prepare  prioritized  lists  of 
their  program  proposals.  Presumably,  these 
lists  are  more  closely  linked  to  the  war- 
fighting  missions  and  capabilities  of  their 
commands  than  would  otherwise  be  possible. 
This  may  be  a  way  to  gain  a  better  under¬ 
standing  of  the  capabilities  the  program  is 
buying.  The  Air  Force  believes  the  major  com¬ 
mands  can  be  helpful  in  this  regard.  It  has 
also  involved  them  directly  in  its  analyses  of 
program  force  capabilities  (more  about  this 
later).  However,  the  resource  management  role 
of  the  Air  Force  major  commands  suggests  staff 
organizations  significantly  different  from 
those  of  the  Navy. 

The  Army 

The  Army's  POM  development  process  also 
includes  formal  opportunities  for  the  major 
commanders  to  participate,  although  these 
opportunities  do  not  seem  as  extensive  as 
those  in  the  Air  Force. 

The  primary  method  used  by  the  Army's 
major  commands  to  influence  the  POM  is  sub¬ 
mission  o£  an  annual  Program  Analysis  and 
Resource  Review  (PARS)  document.  Using  the 
PARR,  commanders  of  major  commands  present 
their  operating  requirements  to  Headquarters, 
Department  of  the  Army,  for  review  and  incor¬ 
poration  into  the  overall  program. 

A  second  opportunity  to  influence  the 
program  occurs  early  in  the  cycle,  before 
program  development  gets  underway.  Commanders 
can  then  make  a  formal  evaluation  of  the  pre¬ 
vious  POM.  This  assessment  takes  the  form  of  a 
command  letter  that  identifies  problems  that 
stand  in  the  ws'  of  command  missions. 

The  POM  assessment  letters  are  used  by 
the  Army  staff  as  it  develops  specific  program 
packages.  Every  fall,  the  Army  Commanders' 
Conference  provides  a  mechanism  for  raising 
issues.  There,  four-star  commanders  and  Army 
staff  principals  meet  with  the  Chief  of  Staff 
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and  Vice  Chief  of  Staff  to  review  Army-wide 
matters.  Decisions  at  this  conference  often 
result  in  program  actions.  In  addition,  the 
views  and  interests  expressed  at  this  con¬ 
ference  by  the  major  commanders  receive  con¬ 
sideration  as  the  Army  staff  develops  the 
program. 

The  Marine  Corps 

The  Marine  Corps  staff,  though  similar  in 
structure  to  the  Army,  differs  in  its  organi¬ 
zation  for  POM  development.  First,  it  must 
allow  internal  development  of  "green  dollar" 
Marine  Corps  program  packages,  the  programs 
included  in  the  Marine  Corps  appropriations. 
At  the  same  time,  however,  the  Marine  Corps 
must  develop  separate  proposals  for  programs 
funded  through  "blue  dollar"  Navy  appropria¬ 
tions.  As  a  consequence  of  having  to  develop 
two  separate  POMs  (blue  dollar  and  green 
dollar),  the  Marine  Corps  participates  ac¬ 
tively  in  two  organizational  structures:  the 
internal  Marine  Corps  POM  development  commit¬ 
tees  and  the  Navy's  committee  system  for  POM 
development . 

Also  unique  to  the  Marine  Corps  is  its 
organizational  process  for  prioritizing  pro¬ 
gram  packages  other  than  those  which  provide 
minimum  essentials.  This  process  is  highly 
structured  and  requires  active  participation 
by  much  of  the  headquarters  staff.  It  involves 
three  groups : 

•  The  Deputy  Chiefs  of  Staff,  who  iden¬ 
tify  programs  associated  with  mission 
areas  of  concern 

•  Program  sponsors,  who  develop  priori¬ 
ties  within  the  mission  areas 


The  Air  Force  and  the  Army  seem  to  be 
more  sophisticated  than  the  Navy  about  analy¬ 
sis  as  a  foundation  for  POM  development  and 
assign  to  analysis  a  more  central  role  in  the 
process.  For  example,  the  Army  uses  a  fairly 
detailed,  scenario-based  Total  Army  Analysis 
(TAA)  methodology  to  construct  a  "total"  Army 
program  force.  That  "total"  force  provides  the 
force  structure  basis  for  developing  the  Army 
program. 

Similarly,  the  Air  Force  uses  Mission 
Area  Analysis  (MAA)  during  the  planning  phase 
of  the  PPBS  to  develop  a  list  of  capability 
improvements.  MAA  is  a  sophisticated  analytic 
tool  that  is  scenario-based ,  includes  the  es¬ 
tablishment  of  priorities,  and  is  Influenced 
by  the  judgment  of  the  major  commanders.  The 
product  of  this  analytic  endeavor,  the  Air 
Force  Planning  Guide,  seems  to  provide  a  sub¬ 
stantial  part  of  the  framework  for  the  Air 
Force  POM.  In  addition,  this  process  appears 
to  provide  the  Air  Force  with  a  mechanism 
for  trade-offs  between  program  cost  and 
capability. 

Both  these  approaches  are  comprehensive 
in  the  sense  that  each  creates  an  analytic 
framework  with  a  common  strategy/scenario  from 
which  alternative  force  levels  and  mixes  are 
examined.  Moreover,  the  Air  Force  and  Army 
have  institutionalized  these  processes.  Though 
one  may  question  the  quality  of  output  from 
these  processes,  both  appear  to  offer  at  least 
one  distinct  advantage:  a  consistent,  compre¬ 
hensive,  analytic  method  for  examining  and 
explaining  alternative  programs. 

The  following  sections  expand  on  our 
observations  concerning  the  role  of  analysis 
in  the  services. 


•  Staff  specialists  (not  sponsors),  who 
establish  priorities  for  everything  in 
the  Marine  Corps  program  above  the 
minimum  essential  "core"  program. 

The  prioritized  lists  are  then  evaluated  by 
the  POM  development  committees,  where  final 
adjustments  are  made.  This  process  is  dis¬ 
cussed  further  in  the  section  on  Marine  Corps 
analysis. 

THE  ROLE  OF  ANALYSIS  IN  POM  DEVELOPMENT 

A  major  concern  of  the  conference  was  the 
role  of  analysis  in  the  development  of  the 
POM.  Within  the  context  of  the  different  orga¬ 
nizational  structures  used  for  developing 
programs,  the  services  have  created  different 
roles  for  analysis. 


The  Air  Force 


The  Air  Force's  Mission  Area  Analysis 
(MAA)  has  drawn  considerable  interest  among 
members  of  the  OSD  staff,  particularly  those 
in  OASD  (MRA&L).  This  planning/programming 
tool  is  of  Interest  because  it  enables  plan¬ 
ers  to  determine  the  potential  effects  of 
program  alternatives  on  mission  capability  in 
a  consistent,  scenario-based  context.  This  was 
highlighted  (indirectly)  in  Major  General 
Cunningham's  presentation  on  the  Air  Force's 
POM  process  and,  in  more  detail,  In  Colonel 
Donahoe's  presentation  on  Air  Force  Mission 
Area  Analysis. 


The  Air  Force  ”«es  MAA  as  a  tool  for  un¬ 
derstanding  its  capability  to  achieve  identi¬ 
fiable  objectives.  This  analysis  is  completed 
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before  POM  development  begins  and  yields  a 
list  of  capability  improvement  needs  for  use 
in  the  programming  process.  The  same  list  fur¬ 
nishes  the  framework  for  establishing  the 
required  Air  Force  force  levels  contained  in 
its  Strategy,  Force,  and  Capabilities  Plan 
(SFCP).  The  MAA  process  identifies  and  deter¬ 
mines  the  relative  Importance  of  factors  that 
limit  Air  Force  capabilities.  During  POM  for¬ 
mulation,  the  MAA  process  assesses  the  mission 
-capability  effects  of  proposed  changes  in  the 
program.  The  record  of  the  MAA  assessment  ap¬ 
pears  in  the  Air  Force  Planning  Guide,  which 
is  produced  every  other  year. 

The  Army 

The  Army  develops  .1  "program  force”  as  a 
basis  for  POM  development.  That  program  force 
translates  gross  allocations  of  force  struc¬ 
ture  into  more  detailed  elements  of  force 
content.  It  states  constrained  requirements 
for  Army  divisions  and  specifies  requirements 
for  nondivtsional  combat  and  tactical  support 
increments.  It  includes  the  numbers  and  types 
of  units  to  be  fielded,  maintained,  and  sup¬ 
ported  over  the  5-year  program  period. 

The  divisions,  battalions,  and  companies 
of  the  program  force  must  meet  two  criteria: 

(1)  The  units  must  be  attainable  within  re¬ 
sources  that  are  expected  to  he  available,  and 

(2)  the  units  must  be  approved  hy  the  Chief  of 
Staff  as  adequate  in  type,  size,  and  quantity 
Co  execute  the  strategy  at  a  set  level  of 
risk.  Total  Army  Analysis  (TAA)  is  the  method 
of  force  development  that  provides  the  frame¬ 
work  for  developing  the  Army's  program  force. 

TAA  provides  a  "foundation"  force  re¬ 
quirement  for  the  staff  to: 

•  Align  force  structure  requirements 
with  allocated  resources 

•  Integrate  force  structure  changes  into 
the  PGM 

•  Evaluate  the  effects  of  material  ac¬ 
quisition  programs  on  force  structure 
requi rements 

•  Assess  program  force  capabilities, 
deficiencies,  and  risks 

•  Project  force  structure  requirements 
for  the  extended  planning  years. 

Some  aspects  of  this  method  appear  to  he 
quite  useful  —  if  they  work  as  described.  For 
example,  this  methodology  appears  to  provide 


the  Chief  01  Staff  of  the  Army  with  a  tech¬ 
nique  for  fooling  at  the  Army  program  In  both 
macro  and  raitro  terms.  In  the  macro  sense,  it 
seems  to  rreaie  an  integrated  framework  within 
which  to  examine — on  the  basis  of  a  common 
strategy  anu  consistent  scenarios — force  al¬ 
ternatives  that  differ  in  structure,  mix,  and 
capability.  The  lower-level  analyses  appear  to 
enable  planners  to  consider  battlefield  en¬ 
gagement  Issues  in  the  context  of  the  "total 
Army . " 

The  Marine  Corps 

To  augment  and  strengthen  its  programming 
process,  the  Marine  Corps  has  introduced  a 
decision-analytic  technique  for  collecting  and 
using  the  professional  judgments  of  its  staff. 
This  technique  is  used  to  develop  priorities 
for  program  packages  above  the  minimum  essen¬ 
tial  level.  This  activity  is  distinct  from 
other  Marine  Corps  analytic  efforts  that  ad¬ 
dress  more  objectively  the  costs  and  benefits 
of  program  alternatives.  Instead,  the  deci¬ 
sion-analytic  technique  focuses  on  the  POM 
decision-making  process,  using  structured 
value  judgments  by  the  staff  to  choose  among 
program  options. 

The  decision-analytic  technique  appears 
to  work  effectively  for  the  Marine  Corps.  But 
It  requires  a  substantial  amount  of  staff  time 
and  participation  by  a  large  number  of  people. 

PROGRAMMING  PHILOSOPHY 

After  20  years  of  PPBS,  the  basic  phi¬ 
losophy  of  program  development  Is  still  a 
hotly  debated  question.  The  conference  ended 
with  a  roundtable  discussion  on  current  and 
future  programming  Issues.  Two  views  about 
programming  guidance  were  presented: 

(1)  DoD  guidance  should  be  less  specific, 
focusing  on  cost/capabi li ty  Infor¬ 
mation  for  decision  makers. 

(2)  DoD  guidance  should  be  specific 
enough  to  enforce  SecDef  decisions 
and  ensure  the  allocation  of  adequate 
resources  to  support  functions. 

The  first  view  is  based  on  the  thesis 
that  senior  decision  makers  will  receive  bet¬ 
ter  information  from  POMs  that  focus  on  costs 
and  capabilities — not  requirements.  Proponents 
of  this  view  noted  that  existing  Defense  Guid¬ 
ance  tells  the  services  to  identify  support 
requirements  and  then  fund  them  in  full.  They 
also  noted  that  the  fundamental  problem  with 
this  approach  Is  that  requirements  always 
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exceed  the  money  available.  The  Inescapable 
result  is  that  the  requirement  is  never  fully 
funded  in  the  POM — or  is  "adjusted"  downward 
so  that  it  can  be  fully  funded.  It  was  argued 
that  senior  decision  makers  do  not  receive 
useful  information  regarding  potential  effects 
on  combat  capabilities  and  that  existing  Guid¬ 
ance  leads  to  full  funding  of  support  re¬ 
quirements  without  knowledge  of  the  available 
trade-offs  in  terms  of  costs  and  capabilities. 

Proponents  of  the  second  view  argued  that 
the  proper  role  of  guidance  is  to  enforce 
SecDef  decisions.  They  argued,  further,  that 
the  programming  system  is  biased  against 


support  and  that  the  SecDef  guidance  must 
therefore  be  strong  enough  to  overcome  this 
bias.  Citing  a  desirable  outcome — more  re¬ 
sources  allocated  for  logistics — the  propon¬ 
ents  of  the  second  view  argued  that  it  would 
be  difficult  for  the  OSD  staff  to  focus  on 
costs  and  capabilities  because  the  services  do 
not  provide  the  data  needed. 

The  discussions  on  programming  philoso¬ 
phies  were  inconclusive.  The  question  remains: 
Is  there  a  better  alternative  to  the  current 
system  of  Defense  Guidance?  These  discussions 
suggest  that  the  dialogue  on  programming  phi¬ 
losophy  should  continue. 
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